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Enthusiastic! Proud of their typing— 
loyal to their typewriters! That is the 
way girls feel who are given Royals to 
use. For the Easy-Writing Royal is a per- 
fect expression of good-will from em- 
ployer to employee. 

A marvel of scientific precision and 
accuracy, the perfect office writing ma- 
chine, it both compliments the typist— 
and gives greater scope to her skill. And 
because Royals actually speed and ease 
every typing operation, they ensure bet- 
ter morale—better typing, and more of 
it, measured either by the day or hour! 

Invite a demonstration . . . . Com- 
pare the Work! It costs noth- 
ing, proves everything! 


Royal Typewriter Company, Inc. 


opyright, 1937 ‘ 
contin 2 Park Avenue, New York City 
Royal Typewriter Company, Inc. 
World’s largest company devoted exclusively to the 
manufacture of typewriters. Factory: Hartford, Conn. 
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How |.A.S. TRAINING 
Meets THE NEEDS OF THE INDIVIDUAL 





Om of the interesting features of the course 
in Accounting offered by the Interna- 
tional Accountants Society, Inc., is its wide 
range of selectivity, which affords the student 
specialized instruction. 

The chart shows how the student can select 
more than one-half his lessons to cover sub- 


jects pertaining to work in which he is most 
interested. 

This elective feature enables the student to 
progress directly to a specific goal. After at- 
taining his goal, he can broaden his knowledge 
by proceeding with the study of the remaining 
subjects. 
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Editortal Comment 


Pp is remarkable how the fundamental conception 
of controllership has changed since the control- 
lers of the larger business concerns of this country 
formed their organization late in 1931. At that time 
controllership was thought of as “a second great 
division of the profession of accountancy,” which 
was natural, as controllers have been recruited 
largely from the ranks of public accountants. It was 
not long, however, before the realization dawned 
on controllers that theirs is a calling separate and 
apart—far removed and different from the profes- 
sion of accountancy. 

Many times the observation was made, when The 
Controllers Institute of America was in process of 
organization, that controllers have a mutual interest 
with public accountants in accounting matters, but 
the thought usually was added that “these problems 
in accounting are approached from different points 
of view by controllers and accountants.” The studies 
and observations that since have been made by con- 
trollers through their organization bear out this 
thought. 

Control of a business—constant, immediate, day- 
to-day—with the profit motive in view, is the ob- 
jective always uppermost in the minds of controllers 
when devising and operating their accounting pro- 
cedures, budgets, statistical records, analyses of oper- 
ations, and methods of conserving the assets of the 
business and of reporting continuously to manage- 


ment on its progress and condition, for purposes of 
management. An historical report, an audit, a check 
on the accuracy of accounts, are most prominently 
in the minds of public accountants in their work. 
The difference is marked, and has been accentuated 
by clarification of the controller’s functions through 
the studies made by controllers as a group. 

There is, however, an area in the accounting field 
in which controllers and public accountants are on 
common ground and have a strong mutual interest; 
that is, the realm of higher accounting in which de- 
batable questions of accounting principles are still 
undecided. Honest differences of opinion prevail 
here. Common usage has not been crystallized. Busi- 
ness is still groping for the correct methods of han- 
dling certain intricate accounting problems. Court 
decisions, Federal and state laws, and more often 
regulations issued by commissions and bureaus, are 
doing more to set standards and establish a degree 
of uniformity in these matters than any other 
agencies. 

Here is a field in which controllers should make 
themselves heard vigorously. It is easier to set cor- 
rect standards than to correct wrong standards which 
have been accepted in a measure, through usage. Con- 
trollers can make valuable contributions to these 
studies, from their own experiences, which bring 
them even closer than public accountants to the 
problems. 
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New Methods of Accounting for Profits 
Would Improve National Economy 


Responsibility of Controller in This Respect Greater Than Ever—Three Phases 
Are: Financial, Administrative Control, and Economic—New Concept Is That 
Profits or Gains Really Constitute a Cost Item—Article by MR. FRANzY EAKIN. 


HE author of the subjoined article 

is controller of the A. E. Staley 
Manufacturing Company, of Decatur, 
Illinois. Mr. EAKIN is a member of 
THE CONTROLLERS INSTITUTE OF 
AMERICA. He has done some writing 
on the subject of economic statistics, in 
collaboration with Professor FRANK G. 
DICKINSON of the University of Illi- 
nois. MR. EAKIN is trying to attain 
certain objectives for his own company, 
which he lists as follows: 


(1) To shape our accounting and statistical 
methods and reports so that a measure- 
ment may be secured of the activities 
of each foreman, department head, and 
executive, who is responsible for the 
accomplishment of tasks involving cost, 
expense, and income. 

(2) To state the measurement of accom- 
plishment in such form as will aid 
each one to a better understanding of 
his task, and of the means by which it 
can be most efficiently performed. 

(3) To reveal the inter-dependency of all 
members of the management and ad- 
ministrative staffs, that they may attain 
that degree of cooperation and coordt- 
nation which characterizes a truly effi- 
cient organization. 

Mr. EAKIN’S endeavors to accom- 
plish these goals find expression in: 
(1) Application of principles and methods 
which have been proved in other com- 
panies, as well as the development of 
new methods which are applicable to 
our particular situations. 

Assisting the executive staff in the 

preparation of organization charts and 

manuals, and also providing definitions 
of duties and instructions pertaining 
thereto. 

(3) Participating in executive, manufactur- 
ing, sales, and other committee activi- 
ties, thus assisting in the preparation 
and statement of fundamental policies 
which are controlling in the profit and 
financial plans of the company. 

(4) Developing statements and interpreta- 
tions of the activities of the organiza- 
tion and of the economic forces which 
aid or retard the growth of the com- 


pany. 


(2 


~ 


Mr. EAKIN’s #5 a forward-looking 
article which presents an interesting 
and constructive point of view. 

—THE Epiror. 


The responsibility of the controller 
with respect to accounting for profits is 
greater now than it has ever been. Tax 
legislation, governmental deficits, labor 
legislation, growth of unionism, and 
the changing attitude of the public 
towards capital demand that the ac- 
counting for profits should reveal more 
than just the amount of financial prof- 
its earned. Profits must be interpreted 
as a product of human effort, and not 
as an unearned increment of capital. 
They must be revealed as the source of 
any true ‘‘social security,” as a prereq- 
uisite of advances in living standards, 
and as a means of attaining human 
happiness; not as a fund taken by a 
privileged few through exploitation of 
their fellowmen. Our responsibilities in 
relation to these matters cannot be 
lightly accepted or easily fulfilled. New 
concepts, new definitions, and new and 
improved methods must be developed 
and used if we are to discharge our re- 
sponsibilities in a manner worthy of 
our profession. 

Only a few years ago, when we had 
prepared an income and expense ac- 
count and report which accurately re- 
vealed the excess or deficiency of in- 
come over total expenditures, we had 
satisfactorily met our responsibilities in 
reference to accounting for profits. 
More recently we have found it neces- 
sary to make a number of analyses and 
syntheses of our accounts in order to 
give to our executives information ade- 
quate to their control of operations. 
Now we are required to go beyond 
these and interpret our accounting so 
as to reveal the economic aspect and 


significance of our income, expendi- 
tures, and profits. 


DEVELOPMENT OF ACCOUNTING 
PRINCIPLES 

Accounting, as we know it in its 
application to industry and commercial 
enterprises, developed along these 
lines: First, accounts were designed to 
set forth the assets, liabilities, and pro- 
prietorships of an enterprise. Later, the 
proprietorship accounts were expanded 
to provide an analysis of the transac- 
tions by which proprietorship increased 
or decreased in value. As this develop- 
ment took place, a number of account- 
ing principles were developed, the most 
important of these being the ones 
which pertained to valuation of the 
assets which were being more or less 
permanently used in the enterprise, and 
the principles applied to the valuation 
of the assets being traded in—that is, 
inventory. The principles pertaining to 
the first of these—valuation of plant 
accounts, developed our generally ac- 
cepted practice of charging deprecia- 
tion according to a straight line 
method. The second, pertaining to the 
valuation of inventories, gave us our 
customary practice of valuing inven- 
tories at cost or market, whichever is 
lower. A number of other principles 
might be named; however, space is 
limited, and the comments which are 
made concerning these will furnish a 
clue to the comments which might be 
made concerning the others. 

This brief historical review is given 
to provide emphasis of certain facts 
which are often overlooked in any dis- 
cussion of accounting for profits. These 
are, first, that accounting for profits is 
designed to provide an explanation of 
the change in proprietorships from one 
moment of time to another. Second, 
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that accounting for profits necessarily 
must begin with the assets and liabili- 
ties of an enterprise as of the beginning 
of the period, record and analyze the 
transactions of the period, and end in 
the assets and liabilities at the end of 
the period. 

Profits cannot be thought of apart 
from assets, liabilities, and proprietor- 
ships. They are the product of use of 
assets, and their quality and quantity 
are determined by the use made of the 
assets. Such use, however, relates not 
only to a particular enterprise, but to 
the totality of all of our enterprises. 
Hence, as we proceed with this discus- 
sion of accounting for profits, we shall 
proceed from consideration of the in- 
dividual enterprise as earning financial 
profits, to the individual enterprise as 
performing an economic function, with 
all of its income being distributed to 
pay the cost of producing the goods 
and services, which are to be used by 
the citizens of the economy. 


THREE PHASES OF PROFIT 
ACCOUNTING 


I shall discuss our problem of ac- 
counting for profits in three phases: 
Financial, administrative control, and 
economic. The discussion of each of 
these phases will follow a general pat- 
tern. I shall give definitions, methods, 
advantages, and limitations. Certain 
comments will also be made as to his- 
torical developments, relationships of 
phases, and suggestions as to probable 
future developments. 


Financial Aspect of Profits 
Historically, this was the first con- 
cept of profits to be developed. It is 
the concept which underlies all of our 
regular reports to shareholders, bank- 
ers, and to the government for income 
tax purposes. The concept of profits is 
expressed in accounting language by 
means of various definitions, a few of 
which I shall quote: 
‘“. . . . The excess of returns over expendi- 
ture in a given transaction or series of trans- 
actions; as: (a) The excess of the price re- 
ceived over the price paid for goods sold. 
(b) The excess of the price received over 
the cost of purchasing and handling, or of 
producing and marketing, particular goods. 
(c) The advantage derived from employing 
one process or machine in manufacture in- 
stead of another. 
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“Excess of income over expenditure, as in 
a business or any of its departments, during 
a given period of time. Specif.: (a) The 
income of invested property not including 
an appreciation in market value. (b) Usu- 
ally in pl. with reference to land, the sum 
or revenue yielded by it, or the proceeds 
derived from its use or enjoyment, as in 
case of leased property or land that is 
mined. .. << v 


Professors Porter and Fiske use the 
following definition, which very clearly 
and concisely states a generally ac- 
cepted concept of profits: 


“Profit is a proprietary claim to an excess 
of values received over values given up in 
exchange.” 


A definition of accounting for prof- 
its, which should be kept in mind 
follows: 

“Analysis of the transactions by which pro- 
prietorship is increased or decreased in 
value.” 

The form in which this accounting 
for profits is most commonly presented, 
is as follows: 
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financial claims, this concept and the 
accounting is generally adequate. 


LIMITATIONS OF CONCEPT 

However, the limitations of this con- 
cept when applied to enterprises using 
physical assets, should be recognized. 
The net profit revealed by the forego- 
ing statement is true only as to the 
financial concept. In an economic 
sense, a business enterprise may be 
headed for bankruptcy even though re- 
cording substantial financial profits, or 
it may be an economic success even 
though recording financial losses. Or 
again, such a measurement of profits 
reveals nothing as to the nature of the 
enterprise which produces the profit 
or as to the quality of management. A 
statement of this kind can reveal sub- 
stantial profits even though the man- 
agement is incompetent, inefficient and 
wasteful. 

Some years ago, I read a report 
which an accountant made to his client, 


INCOME AND EXPENSE 


CO SAP eee coe tate hes 
Less returns and allowances... 


Wet Sale@ ck evcceses cts 


Cost of goods sold: 


Beginning inventory......... 
BUtenAG oversea cc cc cdviece's 
Manufacturing expense....... 
Less ending inventory........ 


Cost of goods sold.......... 
Grose PONS... 65:5! cc0i0s 


Operating Expense: 


Selling Gxpense......<.c6. 
Administrative expense....... 


Net Operating Profit..... 
Other gains and losses net........ 
WCOMMG TAEOS: cincinia so cawlescs oor 


Wek: Proniec cxsccccivees 


The net profits revealed by this 
statement are a true and accurate re- 
port of the increase, stated in monetary 
units, of the ‘proprietary claim’ to the 
assets used in the enterprise. They are 
also a true statement of the ‘excess of 
income over expenditure.” When en- 
terprises are of the joint-venture type, 
this accounting for profits is as accu- 
rate as any that can be devised. Also, in 
financial enterprises, where most, if 
not all, of the assets and liabilities are 
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which in a measure confirms what I 
have said as to the inadequacies of 
financial accounting to aid manage- 
ment This particular accountant had 
completed an audit for his client and 
found that the profit for the last period 
was less than that for previous periods. 
The accountant felt called upon to 
make some constructive suggestions 
which might aid his client to a better 
earning record for the current period. 
The accountant, being a good one, care- 
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fully studied the information which he 
had arranged, and came to a very 
sound and logical conclusion. He 
wrote in his report: “It is evident from 
consideration of the foregoing figures 
that profits can be increased only if 
sales are increased or expenses re- 
duced.” 

We may laugh at the accountant, but 
his conclusion was the only logical con- 
clusion which can be drawn from the 
customarily stated profit and loss ac- 
count. The inadequacies of the financial 
concept and report of profits, when ap- 
plied to business enterprises using 
physical assets, originate in the princi- 
ples of valuation which I have men- 
tioned, and in the fact that our unit of 
measurement (dollars) is constantly 
changing in value, both in relation to 
the physical assets being used, and to 
the assets which the shareholders may 
desire to purchase with their income 
derived from the business. 


Administrative Control Aspect of 
Profits 

This portion of our discussion will 
be opened by relating a recent experi- 
ence which emphasizes its importance. 
An executive, now retired, who de- 
veloped and controlled one of Ameri- 
ca’s largest enterprises, told me these 
things: (1) That his bookkeeping 
provided a means whereby he had con- 
trolled and developed many plants lo- 
cated throughout the world, only two 
of which he had ever seen, and (2) 
that he never advanced anyone to an 
executive position who could not, from 
the accounting reports given him, de- 
rive complete understanding of the 
business to which the reports per- 
tained. These are acid tests of the 
capacity of our accounting procedures 
—control and understanding. 

Historically, this concept, and its 
related practices, is of later develop- 
ment than the financial concept. But by 
the very nature of growth, this is both 
logical and natural. Logical because ac- 
counting is a method of indirection. 
That is, it is a process of recording, 
analyzing and synthesizing, to provide 
data for policy making and adminis- 
trative control substituted for a process 
of direct and personal observation and 
control. This development is natural 
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because it grew from need. The grow- 
ing complexities of our economic 
(business) activities have increased the 
demands upon those in charge until it 
is impossible for them to directly and 
personally control and observe. Hence, 
the need has been met in this case, as 
in so many others, by the development 
of an indirect process. 


DEFINITIONS RE-STATED 

For the purpose of financial account- 
ing, we defined profits as the excess of 
income over expenditure, and account- 
ing for profits, as analysis of change in 
proprietorship. These definitions must 
now be re-stated. The first, excess of 
income over expenditure, becomes, 
“change in value produced by applica- 
tion of mental and physical forces to 
the assets and situation of a business 
enterprise, and gains derived from 
speculative changes in prices.” The 


second, analysis of change in proprie- 
torship, becomes, ‘‘a means of deter- 
mining the forces which produce 
changes in value, of measuring the 
value produced by each force, of meas- 
uring the comparative economy of 
these forces, and of deriving an under- 
standing of the controls which can be 
exercised over these forces.” 

Now as to the application of this 
concept of accounting for profits. We 
use a number of reports to give ex- 
pression to this phase of accounting. 
Among these are divisional reports, de- 
partmental reports, product reports, 
and territorial reports. In these, and 
other similar reports, we report sales, 
cost, and expense in such detail as will 
enable the person or persons for whom 
the report is prepared to secure a clear 
understanding of operations. 

We prepare certain of the reports so 
as to record amounts in terms of budg- 


ANALYSIS OF VARIANCE FROM PLANNED NET PROFIT 


Plan 


Net profits to yield—% of return upon total capital 


employed in the business: 
To be distributed: 


To bondholders and other lenders for interest 
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Analysis 
Efficiency of administrative control: 
Manufacturing Costs: 


RRAPCEEAES ocr ais asia ka Sis eee es 
nC OL ol RE Ae 
SelAD VORDORSE S655. .oys.c Sissies oceine sa 
Administrative expense................ 
Financial and corporate expense......... 
Acceptability ofsiproducts ........./:< 5:00 caecees 
Accounting inadequacy (volume)........... 
[EXO SEY fo) a ee ae 
MOREE RL ImTA. ici cPaWe aaa, ek Sal datas ace arsy sis 
Maintenance of man power........... 
OL a a en eee ee 
PIC SV AUPAO cco osss isso esas Share Owed Reet 
[LOT 2 Red a ar 
Inventory adjustment................. 
Depreciation adjustment............... 
Other valuation adjustments............ 
PACHAIRT ON co sci ase eis so aes new nar cele, SeKs 


CMRI G eae. ho ravsreew od ood ecesend ool 


INGE SV SHANE Saccie.s cc00s cone e's 











eee $ x 
x 
siaierate $ x 
rere x 
sespdnsil $ x 
rer x 
eae $ x 
Losses Gains 
eee $ $ 
Somat $ x x 
x 








(Note: For most enterprises several other variances or subdivisions of the named vari- 


ances should be identified and measured. ) 
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ets, standards, and variances, and 
others to record only actual amounts as 
they are recorded in the accounts. 
Space does not permit full disclosure 
and discussion. However, there are two 
reports which we use that summarize 
our work in this field of accounting for 
profits. These two reports will be illus- 
trated and discussed to give reasonable 
insight into our methods and concepts, 
that an understanding may be had of 
the nature of the budgets, standards, 
and variances reporting which may be 
done in the types of reports mentioned 
above. 

Every business enterprise brings 
together from one or more sources, cap- 
ital (savings) that it may earn an in- 
come for owners of the capital. There- 
fore, it may truly be said that a return 
on such capital is planned. The rate 
of such return varies both as to the 
competition in a given line of business 
and as to the risks inherent in the busi- 
ness. It is a first duty of management 
to determine the rate of return which 
it will earn and then to apportion that 
return among the owners of the capital 
in accordance with the conditions gov- 
erning their investments both as to re- 
turn and as to re-investments. 


Wuy BusINEss ENTERPRISE EXISTS 


The foregoing accounting is de- 
signed to focus attention directly upon 
the purpose for which the business en- 
terprise exists and to reveal how well 
and by what means that purpose is be- 
ing accomplished. The first part 
(plan) sets forth the planned return 
and the apportionment of that return. 
It also records the actual return real- 
ized, computed according to the finan- 
cial concept as discussed above, and 
measures the variance of the actual re- 
turn from planned return. The second 
part (analysis) reveals the reasons for 
the variance. It is quite likely that every 
such analysis will reveal a number of 
variances, even though the net variance 
is small in amount. The analysis pro- 
ceeds by degrees from variances which 
are directly chargeable to management, 
to variances which cannot be foreseen 
or controlled. A few brief comments 
will be made concerning each of the 
variances to define them and to indi- 
cate the means of measurement. 
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“Efficiency of administrative con- 
trol.” By this term we mean to ex- 
press how well the management has 
succeeded in performing the operating 
tasks which it has assumed. It is 
charged with knowing these tasks, and 
the cost of performing them. Manage- 
ment undertakes to perform such tasks 
skillfully and efficiently. Any variance 
in the actual costs from the planned 
costs generally reveals either that the 
management did not know how to per- 
form the assigned tasks, or that there 
was carelessness in their performance. 

The amount of variance is measured 
by the difference between the planned 
cost (budget) and actual cost incurred. 
The budget of cost is determined by 
applying predetermined quantities and 
prices to the actual tasks, which should 
have been performed during the period 
for which the accounting is being 
made. Such application determines an 
amount of cost which management, 
efficiently and intelligently adjusting 
itself to the task at hand, would have 
incurred. For an extended discussion 
of the technique of such budget deter- 
mination and measurement of variance, 
reference may be made to several re- 
cently published articles and books on 
the subject of flexible budgets. 

“Acceptability of products.” This 
term refers not to salability of the 
products as such, but to their accept- 
ance at a price which yields the planned 
profit. Since it often happens that the 
sales executives misjudge the price at 
which the market will accept the prod- 
uct, it often occurs that a substantial 
variance in profits is realized. The 
variance is not always chargeable to 
management, as changes in competi- 
tion and in market demands spring 
from causes which cannot be foreseen 
or measured. The amount of this vari- 
ance is the difference between the gross 
profit actually realized, and _ the 
amount which would have been real- 
ized had the sales been made at the 
gross profit margin planned. This vari- 
ance should be carefully studied as it 
frequently points the way to increased 
profits. 

"Accounting inadequacy (volume).” 
This variance in profits results from a 
number of elements of cost being re- 
corded on a time basis but allocated to 
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cost of products on a production basis. 
The most common illustration of this 
variance is found in the cost element 
—depreciation. As commented upon 
above, depreciation is usually recorded 
on the books according to the straight 
line method. An example will reveal 
cause and method. Assume that a plant 
costing $100,000 is designed to operate 
for ten years and produce 10,000 units 
a year. On this assumption, the depre- 
ciation cost would be $1 a unit for 
the entire period. This rate, $1 a unit, 
should be absorbed in the cost of the 
products. Hence, if in any one year, 
8,000 units of the product are sold, 
$8,000 of depreciation would be 
charged to cost of goods sold. Since, 
for accounting purposes, $10,000 
would be recorded on the books as 
cost, a loss variance of $2,000 would 
result. It is this type of difference— 
variance which is here accounted for. 

Price variance,” as here used, is de- 
signed to express the variance in profits 
caused by changes in prices not being 
concurrently reflected in the costs and 
selling price of products sold. An illus- 
tration will aid us to an understanding. 
Assume that on a given day two arti- 
cles are purchased or produced at a cost 
(standard cost) of $1 each. Assume 
that in accordance with planned sales 
policy, one of these articles is sold at 
$1.25, and yields the standard margin 
of $.25. No price variance is realized. 
Assume that at a later date the cost has 
advanced to $1.25 and that the stand- 
ard margin ($.25) is maintained. The 
second article is then sold for $1.50. 
The gross profit of $.50 (sale $1.50 
minus cost $1) is composed of two 
elements, standard gross margin, $.25 
and price variance, $.25. This price 
variance would be accounted for under 
the caption “purchases” above. An in- 
ventory adjustment price variance oc- 
curs when the inventory is priced at 
market lower than cost. 

The item, “depreciation adjustment 
—price variance,’ ‘equires a few 
words of explanation. So far as I know 
very few controllers are accounting for 
this variance. I have not as yet entered 
this item in our “Analysis of Variance 
from Planned Profits.” However, I am 
proposing to make a further adjust- 
ment in our procedure so that we may 
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compute the amount by which the de- 
preciation which would be applicable 
were our facilities produced at current 
costs, differs from the historical de- 
preciation. While we have not fully 
developed our procedure in this con- 
nection, we believe it will take sub- 
stantially this form: First, all construc- 
tion and equipment costs will be 
computed as of a base date. Second, an 
index number will be established which 
reflects the historical costs as related to 
the base date. Third, index numbers 
will be computed which will express 
current costs in relation to base date. 
Fourth, the amount of variance in de- 
preciation between that computed upon 
historical costs and current costs will 
be calculated according to this formula: 


($< )-ss 


. Depreciation dollars—historical basis. 

. Index historical costs. 

. Index current costs. 

. Variance depreciation dollars current 
costs from depreciation dollars historical 
costs. 


aaowPp 


It may be argued that this variance 
has no existence, or that the amount of 
the variance should be computed by 
changing the formula to read: 


(= c ) —a—e=f 


e. The amount which has been included in 
the planned profits to provide for addi- 
tional earnings to compensate for the in- 
creased price of the facilities being used. 

f. The difference between the amount in- 
cluded in the planned profits and the 
amount thereof realized in operations. 


There is some merit to this argu- 
ment. If it is accepted, the variance 
ceases to be one of the general class 
“price variance,” and becomes one of 
the items under the general heading 
“accounting inadequacy (volume).” I 
propose to include this variance as set 
forth in the illustration above, and 
compute it in the manner which I first 
explained, because I do not believe that 
we have advanced our general concepts 
of profits sufficiently that we can in- 
clude this item in our planned profit. 
Furthermore, I am not certain that this 
item should ever be included in 
planned profits. The advocates of ‘‘Sta- 
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bilized Accounting” may disagree with 
me on this. 

* Accidentals.’”’ This variance records 
losses which arise from accidents not 
compensated for by insurance, and 
from other losses and gains caused by 
forces which are usually known as, 
“Acts of God.” 


SOURCE OF PROFITS 
Manufacturing, trading and sell- 





Leh 20 (rg eae $ x 
Volume variances............. x 
PHICE “VALIGACES. 2.565.050 co's 0 x 
PCI BRNERIG 5 Shea he ds rocatsensys x 

Total financial profits........ $.27x 








This Source of Profits report is pre- 
pared by entering the net profits as 
shown by the financial statement which 
we first illustrated and discussed, and 
then entering the net variances from 
the “Analysis of Variance from 
Planned Profits,” for the items, vol- 
ume, price, and accidentals. The sum 
of these three variances subtracted 
from net profits determines the amount 
of the manufacturing, trading, and sell- 
ing profit. 


REVEALS “REAL PROFITS” 


While this statement is a very simple 
one it reveals very forcefully the ‘‘real 
profits’ of an enterprise as distin- 
guished from the financial profits. For 
the reasons discussed above, financial 
profits are not a satisfactory measure of 
profit. Financial profits may fluctuate 
widely from year to year, but if a busi- 
ness enterprise performs an economic 
function its “real profits” should show 
a high degree of stability. For example, 
the net financial profits of our company 
during the last five years have varied 
over 500 per cent. from low to high, 
but our “real profits” have varied only 
a few per cent. When the “real prof- 
its” are related to total invested capital, 
we have a true measure of the earning 
capacity of the business. 

I have just used the term, “real 
profits.” The significance of this term 
should be emphasized. In discussion of 
wages, the term “real wages’ is used to 
direct attention to the fact that wages 
have meaning only when related to the 
quantity of goods and services which 
can be purchased with the money re- 


ceived. The term “real profits” is de- 
signed to focus attention upon a fact 
of equal importance. 


Must DISTINGUISH REAL 
FROM FINANCIAL PROFITS 


In the discussion of financial profits 
certain statements as to the inadequacy 
of the concept and reporting were com- 
mented upon. The term “real profits” 
directs us to an avoidance of errors of 
judgment which result from failure to 
realize these inadequacies. Careful 
study of the two statements just illus- 
trated and discussed will aid us to an 
understanding of the importance of 
distinguishing ‘“‘real profits’ from 
“financial profits.” An example may 
prove helpful. Assume that $100,000 
is invested in an enterprise which 
should earn an annual return of 714 
per cent. or $7,500 a year. Now assume 
that the financial profits for the year 
are $8,500. Should we congratulate 
the management ? I would not, until I 
had studied the Analysis of Variance 
from Planned Profits. Now let us as- 
sume that prices had advanced, and that 
the profit on the advance amounted to 
$2,500. When this is recorded as a 
variance we find that we must account 
for a loss variance of $1,500. If this 
loss variance should be one of “‘ac- 
counting inadequacy,” the management 
has just performed according to plan. 
But if the variance is “efficiency of ad- 
ministrative control” or ‘‘acceptability 
of products,” then our “real profits” 
are only $6,000 and the management 
has failed to realize the plan. 

The term “real profits’ should be 
defined as the profits which are earned 
when the business proceeds according 
to planned volumes, prices, incomes, 
and costs. When the “real profits” are 
equal to the “planned profits” the 
amounts of financial profits available 
for stockholders will purchase as much 
in goods and services as the profits 
from the investment would have pur- 
chased, had no price variance been real- 
ized. Thus, ‘‘real profits’ have mean- 
ing by relation to quantity of goods 
and services. 


ADMINISTRATIVE CONTROL 


Before discussing the benefits and 
limitations of accounting for profits 
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for administrative control purposes, a 
few comments will be made as to the 
methods by which we prepare these 
statements. There are two basic meth- 
ods of accomplishing this accounting 
analysis. One of these may be des- 
ignated as the bookkeeping method, 
and the other as the statistical method. 
Our accounting for profits is princi- 
pally by the statistical method. We do 
not record in our books of accounts 
any accumulations of product costs as 
the manufacturing progresses from raw 
material to finished products. Neither 
do we record in our books of accounts, 
cost of goods sold, or variances. Re- 
duced to its simplest elements, our ac- 
counting for costs and profits is ac- 
complished in these accounts: 


. Raw material purchases. 

. Sales. 

. Manufacturing expense. 

. Inventory—increase or decrease. 
. Selling expense. 

. Administrative expense. 

. Finance and corporate expense. 

. Surplus. 


ON AY HRW ND 


These eight control accounts con- 
stitute the minimum requirements for 
recording profits in the operating sec- 
tion of general accounts. All product 
costs, variances, and cost of goods sold, 
are computed and recorded in the re- 
ports. No journal entries are made, 
and no accounts are kept for these 
purposes. The statistical method of 
making these analyses of profits is the 
easiest, simplest and least expensive 
method that has been devised for this 
purpose. 

The advantages which this account- 
ing for profits gives to administrative 
control may be understood more easily 
if we briefly examine the administra- 
tive control process as it operates in 
business today. The administrative 
process proceeds by determination of 
an objective, by the establishment of 
policies of attaining the objectives, by 
creating an organization—composed of 
men, money, and equipment—and giv- 
ing administrative direction to the or- 
ganization that the policies may be 
made effective in attaining the objec- 
tives. Since in this procedure the di- 
rection and progress of the organiza- 
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tion will in general proceed as deter- 
mined, the administrative control is 
exercised largely through re-surveying 
its objectives and in correcting any de- 
viations from the policies which are 
being made effective. The statements 
above illustrated, and the other state- 
ments named, are all designed to re- 
veal the progress of the organization 
in line with its policies and to reveal 
any deviations therefrom. 

The value of the foregoing state- 
ments is limited only by the ability of 
the controller to perceive and measure 
deviations from planned results, and in 
securing the cooperation of the execu- 
tives in preparing a profit plan and in 
controlling their operations in accord- 
ance with the information furnished 
so that the controllable deviations will 
be eliminated and advantage will be 
taken of all deviations to the end that 
the enterprise may be made more prof- 
itable. 


Economic Aspect of Profits 

We shall now consider our subject 
in its relation to economic coordina- 
tion. On one hand this aspect of ac- 
counting has been considered for a 
great number of years. Adam Smith, in 
“The Wealth of Nations,’ discussed 
profits as a motive of economic activi- 
ties, and as a means of economic co- 
ordination. In the literature of eco- 
nomics there are many discussions of 
profits, both as to motive and as to 
means. There are also discussions of 
profits from the ethical point of view. 
On the other hand, profits considered 
from an economic point of view is a 
very recent development. In fact, so 
recent that terminology, methods, and 
objectives, are not yet well defined. 
The difference between these ap- 
proaches lies in the fact that the first 
is inductive, and the second deductive. 

To emphasize how recent is the de- 
velopment of the deductive approach, I 
refer you to one of Merryle S. Rukey- 
ser’s recent columns, in which he says: 


“As a means of testing the accuracy of 
the indictment that owners exploited wozk- 
ers in recent years, a group of business men 
are urging corporations to prepare a con- 
solidated seven year statement of their af- 
fairs for the period ending Dec. 31, 1936.” 
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Or to another column by B. C. 
Forbes. He writes: 


Far more is paid out in wages than 
earned as profits. 

“But do you recall ever having seen any 
annual report of a corporation carrying as 
the leading caption the total amount of 
wages paid or the increase over the previ- 
ous year? 

“Always, chief prominence is given to 
earnings. 

“Is it not time to recast annual reports 
sO as to put more emphasis on other im- 
portant facts? 

“After all, is not the total an enterprise 
distributes in wages as vital to the national 
well-being as the total it distributes in divi- 
dends ? 

“The amount a corporation pays in 
taxes also should interest all taxpayers. 

“But always, the financial pages of news- 
papers, as well as financial periodicals, de- 
vote the largest headlines to profits.” 


Here is still another recent refer- 
ence. Samuel Crowther, in an article in 
The Saturday Evening Post, issue of 
March 27, 1937, makes a number of 
interesting statements pertinent to this 
discussion, some of which I shall 
quote: 


“Today, the public view is tending to 
consider all corporations as in the public 
service. 

. there has never been a clear dis- 
tinction . . . . betweena company’s stocks 
and bonds as equipment for a gambling 
game and the stocks and bonds as repre- 
senting the savings of the people entrusted 
to the directors to use in the making and 
selling of radios, automobiles, steel rails or 
what not.” 

“Stockholders quite generally think that 
they have been getting a raw deal, workmen 
believe that their pay is lower than it 
ought to be, and consumers complain that 
many things are more expensive than they 
ought to be.” 

“The fiction persists that great corpora- 
tions are just a way by which the very 
wealthy get wealthier. That is soap-box 
stuff. In fact, great corporations are tend- 
ing to be simply savings institutions in 
which people of moderate means put their 
savings, just as in savings banks. A cor- 
poration engaged in business receives sav- 
ings and, in return, issue stocks and bonds 
as evidences of ownership, where a savings 
bank makes an entry in a passbook. The 
corporation puts the money into land, build- 
ings, machinery and supplies, hires men and 
tries to make and sell, or just sell, some- 
thing for more than cost—part of the cost 
being the upkeep of the tools, machinery 
and other facilities that represent the sav- 
ings of investors.” 


The significance of these quotations 
lies in their revelation of a need for a 
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new and additional form of accounting 
for profits. Heretofore we have been 
concerned, first, with accurately deter- 
mining the profit and reporting it as a 
financial income, and second, in mak- 
ing such analyses and syntheses of our 
accounting data that we can enable the 
administrators and managers more ef- 
ficiently to conduct their enterprises. 
To meet the need which has developed 
out of our economic, political, and so- 
cial situation, we must now extend our 
accounting sufficiently to reveal to the 
public that our enterprises are public 
agents, serving customers, employees, 
and owners. 


FURTHER ADAPTATIONS OF 

DEFINITION 
When we approach profits from this 
point of view we must make further 
adaptations of our definition. For this 
purpose we must define profits as “the 
wages or hire, paid to the owners for 
the use of the tools and facilities 
which their savings (capital) invested 
in the business has made available 
to the employees, for production of 
goods and services.” This definition 
emphasizes that that which, from a 
financial point of view, we have 
named profits or gains, is in reality, a 
cost. That is to say, that the amounts 
paid to owners, is to the economy 
(public, customers) an element of 
cost, as truly as are wages, taxes, de- 
preciation, and other cost elements. 
Space does not permit discussion of 
this subject sufficiently to reveal fully 
its importance. Suffice it to say that in 
this development lies one of the great- 
est contributions which accounting has 
made to business control and advance- 
ment. 


PRINCIPAL CHANGES REQUIRED 
ARE IN TERMINOLOGY 

The changes or adaptations to be 
made in our methods for this account- 
ing are largely ones of terminology, 
and of re-arrangement of the order in 
which our profit and loss statements 
have heretofore been cast. No entries 
need be made on the books of the en- 
terprise, and only little if any addi- 
tional statistical treatment need be 
given the data. The chief thing is to 
advance our thinking to that point 
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where we will clearly and honestly re- 
port to the public the operations of our 
corporations, so that their performance 
in the public service may be under- 
stood. 

There are a number of advantages to 
be derived from this approach to ac- 
counting for profits. Mr. Rukeyser re- 
fers to avoidance of labor difficulties: 


“It was disclosed that two corporations, 
on setting up their accounts in this manner, 
averted labor warfare in their own plants. 
Obviously, management, by adhering to con- 
ventional, stodgy accounting patterns, had 
been acting against the best interest of 
employers.” 


Another advantage is that such ac- 
counting clearly reveals that taxes as- 
sessed on enterprises must be paid by 
the customers, employees, or owners. 
Such accounting also reveals that busi- 
ness enterprises are but processes or 
facilities by which persons possessed of 
savings invest them in tools and other 
equipment, and loan them to a group 
known as employees, who use them, to- 
gether with their skill and knowledge, 
in the production of goods and serv- 
ices, which are sold to customers. Or, 
stated in other words, the mutual de- 
pendency of customers, employees, 
and owners stands revealed for all to 
see. 

An illustration of a form for a re- 
port to the public, of this accounting 
for profits, is shown herewith. 


business enterprise has earned a net 
profit in excess of its payments of divi- 
dends. In the event that the profits are 
less than the payment of dividends, or 
in the event that the enterprise oper- 
ates at a loss, then the item, “New 
Assets,” under ‘Cost of plant,” would 
be changed to read, ‘Assets sold to 
provide funds to pay wages and sal- 
aries to employees, and to provide re- 
turn for owners.” In the event no divi- 
dends were paid, then of course the 
last clause of the preceding sentence 
would be omitted. In many, if not 
most such cases, it would be desirable 
to show an excess of expenses over 
income and then describe this excess 
in language somewhat as follows: “‘Ex- 
cess of payments over income, which 
excess has been provided by sale or 
other liquidation of assets of the enter- 
prise.” 


CusTOMERS Must BE Paw More, 
OR OWNERS LEss 


The foregoing statement clearly re- 
veals that profits are cost or wages, 
that they are paid by customers as a 
return to the owners, and it also reveals 
that if wages to employees or taxes to 
government are to be increased, the 
customers must pay more, or owners 
must be paid less. When put in this 
form all of the interested parties—cus- 
tomers, public, government, employees, 


INCOME AND EXPENSE 





Income 
Receipts from customers for goods and services de- 
Fierce BCPC, Cott (aaa Nn oe a i eR en $ x 
Expense 
Purchases of goods and services used.............. $ x 
Taxes paid to local, state, and Federal Government. . x 
Cost of plant and operating assets: 
Depreciation, to be used to replace the plant 
when worn out and obsoleted........... x 
New Assets acquired to facilitate the growth and 
continuance of the business.............. x x 
Payments to employees—wages and salaries........ x 
Payments to owners as wages or rentals for the assets 
which they have made available to the em- 
ployees: 
Interest and preferred dividends............. $ x 
Dividends on common stock.............2+6. x x 
Total expense or cost of goods and serv- 
ices delivered to customers.......... $ x 


The dividends of $ x paid to the common shareholders gave them a return of x% upon 
their average investment during the year of $ x. 


The illustration given on this page 
proceeds on the assumption that the 


and owners—are fully informed, that 
they may deal justly one with another, 


(Please turn to page 180) 
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Social Security Forms for Reporting 
Wages Paid, Issued by Treasury 


Blanks Known as SS-2 and SS-2a Now Available—Must Be Filed by End of July— 
Cover First Half of Calendar Year—Clerical Work, by Amendment—Suggestions by 


Institute Member Looking to Reduction of Clerical Work, by Amendment of Forms. 


HE Jatest important development 

in carrying out the program of the 
Social Security Board and of the Treas- 
ury Department in administering the 
taxation program for old age benefits 
is the promulgation of the forms for 
reporting payments by employers to in- 
dividual employes, and the summary 
information return covering total pay- 
ments. 

The forms for such returns are re- 
produced here. They are available now 
to all employers. This early presenta- 
tion to controllers of the details of 
these forms may be helpful to them 
in making their plans for compiling 
these returns—an immense clerical job 
in many instances. 


—THE EpITor. 


Forms SS-2 and SS-2a were re- 
leased by Commissioner of Internal 
Revenue Guy T. Helvering on June 
1. One hundred million copies of 
form SS-2a are being printed, and six 
million copies of form SS-2. 

These are the forms on which em- 
ployers must make reports to the 
Treasury Department, first, of wages 
paid to each employee; and second, 
of total paid to all employees, dur- 
ing the first six months of 1937. The 
returns must be filed not later than 
July 31, 1937. 

The forms are reproduced with 
this article. 

In announcing release of the new 
forms, the Bureau of Internal Rev- 
enue said: 

“Every employer who, during any 
calendar month beginning with the 
month of January, 1937, employed 
one or more individuals in an occu- 
pation not specifically exempt from 
the taxes imposed by Title VIII of 
the Act, is required to file an inform- 
ation return on Forms SS-2 and 


SS-2a. These forms, it was stated, are 
in addition to the monthly tax re- 
turn on Form SS-1, which is also re- 
quired to be filed by each such em- 
ployer. 

PERIOD COVERED 

“The first return on Forms SS-2 
and SS-2a covers the period January 
1, 1937, to June 30, 1937, both dates 
inclusive, and must be filed not later 
than July 31, 1937, with the collec- 
tor of internal revenue for the dis- 
trict in which the employer’s princi- 
pal place of business is located. Sub- 
sequent returns on such forms will 
be filed on a quarterly basis to cover 
each period of three calendar months 
ending on September 30, December 
31, March 31, and June 30, and are 
required to be filed on or before the 
last day of the first month following 
the period for which the return is 
made. 

“Form SS-2, which must be filed in 
duplicate, will contain a summary 
statement of all taxable wages paid 
to all employees within the period 
covered by the return. Form SS-2a 
must show the taxable wages paid to 
each employee within such period. 
Form SS-2a is not to be filed in du- 
plicate but, it was emphasized, a 
separate original form must be filed 
for each employee, whether tempo- 
rary or permanent. 

“Each employer who filed Form 
SS-4, employer’s application for an 
identification number, will be noti- 
fied of his number prior to the time 
the first information return on Forms 
SS-2 and SS-2a is due. The employer 
is required to enter his identification 
number on the information return as 
well as his monthly tax returns. If 
no identification number has been 
assigned prior to the time for filing 
the information return, the employer 


must enter on the return the date on 
which the application on Form SS-4 
was filed and the name and address 
of the agency to which the applica- 
tion was addressed. 


Must SHOw ACCOUNT NUMBER 


“Each Form SS-2a filed by an em- 
ployer must also show the account 
number of the employee whose tax- 
able wages are reported thereon. If 
the employee has no account num- 
ber, the employer is required to enter 
on the form the date on which the 
application for the number on Form 
SS-5 was filed, the agency to which 
the application was addressed, and 
the address of the employee. It was 
pointed out in this connection that 
under Treasury regulations if, on the 
last day of the period covered by an 
information return, an employee has 
failed to file an application for an 
account number on Form SS-5, the 
employer is required to file an ap- 
plication for such employee, based 
on information and belief. 

‘Form SS-2 must be signed by (1) 
the individual, if the employer is an 
individual; (2) the president, vice- 
president, or other principal officer, 
if the employer is a corporation; or 
(3) a responsible and duly author- 
ized member having knowledge of 
its affairs, if the employer is a part- 
nership or other unincorporated or- 
ganization. 

“Each return must be acknowl- 
edged before an officer authorized to 
administer oaths but if the amount 
of taxable wages paid within the pe- 
riod covered by the return is $500 or 
less, the return may be acknowledged 
before two disinterested witnesses in- 
stead of under oath. An employee is 
not considered to be a disinterested 
witness. 
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EMPLOYER’S REPORT OF WAGES PAID TO EACH EMPLOYEE 


SUPPLEMENTING EMPLOYER'S SUMMARY INFORMATION RETURN UNDER 


Form SS 2a 
TREASURY DEPARTMENT 
Internal Revenue Service 


The Controller, June, 1937 


TITLE VIII OF THE SOCIAL SECURITY ACT 


READ INSTRUCTIONS 
ON FORM SS-2 
CAREFULLY 








1. PERIOD ENDED 


2. EMPLOYEE’S ACCOUNT NUMBER 


3. EMPLOYEE’S NAME 


4. TAXABLE WAGES PAID TO EMPLOYEE 











5. Employer’s identification number. 


6. Employer’s name. 


7. Address of office (number, street, city, and State) where records 
are maintained for preparing above employee’s pay roll. 


tions.) 





date of leaving your employ 


8. if above employee’s place of employment is in a State other than 
that shown in item 7 as address of employer’s office, give State in 
which such employment was performed. (See par. C of instruc- 





(State) 


9. If not working for you at close of period shown in item 1, give 











One original copy of this form for each employee must be attached to and filed with Form SS-2 GPO 16—0000 


“Employers who have been filing 
Forms SS-1 and whose names are 
thus on collectors’ mailing lists, it 
was stated, will be furnished with a 
supply of blank Forms SS-2 and SS-2a 
sufficient for their current needs with- 
out the necessity for requesting them 
at collectors’ offices. In view of the 
large number of employers to whom 
the forms must be furnished, how- 
ever, it was not expected that the dis- 
tribution by collectors would be com- 
pleted before July 1, 1937. An 
employer who does not receive copies 
of the forms by that date should at 
that time, but not before, request a 
supply sufficient for his current needs 
from the office of the collector for 
his district. In this connection, it 
was pointed out that failure to re- 
ceive blank forms will not excuse 
employers for failure to file their re- 
turns on time. Severe penalties are 
imposed by law for willful failure to 
file returns or for false or fraudulent 
returns. 


WuatT Recorp Must SHOW 


“The information to be reported 
on Forms SS-2 and SS-2a should be 
made up from the records which 
every employer liable for tax under 
Title VIII of the Act is required to 
keep with respect to all remunera- 
tion paid to his employees after 
December 31, 1936, for services per- 
formed for him after that date. Such 


records must show in regard to each 
employee: (1) his name, address and 
social security account number; (2) 
his occupation; (3) the total amount 
and date of each remuneration pay- 
ment and the period of services cov- 
ered by such payment; (4) the 
amount of such remuneration pay- 
ment which constitutes wages subject 
to tax; and (5) the amount of em- 
ployees’ tax withheld or collected 
with respect to such payment, and, if 
collected at a time other than the 
time such payment is made, the date 
collected. 

“No particular form is prescribed 
for keeping these records. Each em- 
ployer must use such forms and sys- 
tems of accounting as will enable the 
Commissioner of Internal Revenue 
to ascertain whether the taxes for 
which the employer is liable are cor- 
rectly computed and paid.” 


CONTROLLERS REVIEW ADVANCE 
Copies 

Advance copies of the Forms were 
reviewed by members of the Com- 
mittee on Social Security Procedure 
of The Controllers Institute of 
America. Mr. C. J. VanNiel, controller 
of the Eastman Kodak Company, is 
chairman of that committee. 

A comment that was made by one 
member of the committee was that both 
forms seem very practical in that a 
minimum of information is required. 


Mr. A. U. Hunt, controller of the 
Jewel Tea Company, Inc., a member 
of the committee, asked why Form 
SS-2a includes item 8 saying, ‘The 
answer would not seem to have any 
practical value to the government.” 
This commentator also asked the ques- 
tion why the form does not provide 
simply for the address of the employee. 

Another comment that was made 
by Mr. Hunt was: 

“Companies with a sizable number 
of people on the pay roll will find 
themselves confronted with an im- 
mense amount of clerical routine in 
filling out these forms. I realize that 
the form is designed primarily from 
the standpoint of usage by the gov- 
ernment, and yet the employer is re- 
quired to handle it probably as many 
times as will the government. For 
this reason any changes which can be 
made in the form to simplify clerical 
handling should, in my opinion, be 
made. 

“The form asks for certain infor- 
mation which will be exactly the 
same for a given company on all of 
the forms filed. The items in ques- 
tion are: 1. Period ended, 5. Employ- 
er’s identification number, 6. Em- 
ployer’s name, 7. Address of office 
where records are maintained for 
preparing above employee’s pay roll, 
and possibly 8. Item 7 would vary 
for those employers who maintain pay- 
rolls at different points, and would not 
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always be the same, for that reason. I 
am thinking of our own wide-spread 
organization which maintains all pay- 
roll records at a central point. 

“It would seem that number 1—Pe- 
riod Ended—might be printed on the 
form by the government. As for the 
other items—5, 6, and 7—I would 
suggest that they be so arranged as to 
run along the bottom portion (roughly 
the bottom third) of the form, placing 
8 and 9 immediately above them and 
running clear across the form; that is, 
8 on the left-hand half and 9 on the 
right-hand portion. The reason for this 
suggestion is that if a typewriter is 
used to fill in the information it will 
not have space at the bottom of the 
form in which typing is to appear 
and where it is always difficult for a 
typewriter to hold the paper straight. 

‘Now you may wonder what is to 
be gained by having the three items 
across the bottom of the form. The 
idea here is that all information 
which will be the same on all forms 
filed by a given employer can be 
printed in either on a regular print- 
ing press or on the multigraph ma- 
chine at a tremendous saving in cler- 
ical time. So far as I see it, this 
method should be followed where 
the pay roll runs into any size, and I 
fully expect we shall use it in this 
organization. 


SUGGESTS FORMS IN SHEETS 


“Another thought. Perhaps the 
form can be printed three to a sheet 
of paper with perforations between 
the three so that they may be easily 
separated. Here the idea is to save in 
typewriting operations and also in 
printing time where certain informa- 
tion is printed in. For the typewrit- 
ing alone, however, time should be 
saved because the typist would need 
to go through the operation of in- 
serting and removing the form only 
one third the number of times where 
it is printed in sheets of three than if 
it is printed in single copies. 

“This leads to the further sugges- 
tion that the forms be supplied in 
three ways at the option of the em- 
ployer. The three ways are: padded, 
single sheets, and sheets of three. 
Possibly some folks might like pads, 


The Controller, June, 1937 


and especially the smaller employers, 
while others might have a different 
system than the one which seems 
feasible to me, and would require 
single sheets unpadded. 


Wuy Not SHow EMPLOYEE’S 
CONTRIBUTION ? 


“After finding out that we in this 
company may have to file some five 
or six thousand forms at the end of 
six months, I begin to wonder why 
the government requires a semi-an- 
nual report for individual employees. 
Also it seems odd that the employee's 
contribution is not required on the 
form, although I presume the gov- 
ernment plans on calculating that in 
the usual simple arithmetical manner. 

“It would be ideal if reporting on 
these forms could be tied in very 
closely with reporting similar data 
to various states under their unmem- 
ployment insurance laws. Probably 
the finest solution other than having 
no state laws at all on the subject 
would be simply to permit the em- 
ployer to make a carbon copy of 
Form SS-2a for the states. At the 
moment, however, it seems to me 
that the thinking of state commis- 
sions on this subject has not reached 
a point where it is organized enough 
to be ready for the problem of co- 
ordination. Perhaps I misjudge the 
situation, and I hope I do. If there 
is anything we can do, however, in 
coordinating federal returns with 
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those submitted to the states, I shall 
be glad to cooperate. 

“I have no suggestions to offer with 
respect to Form SS-2. 

“The thoughts having to do with 
clerical handling of Form SS-2a are 
of particular interest to me because 
I think they will mean a saving in 
clerical cost for employers.” 


ACCOUNTING FUNDAMENTALS, by 
George A. MacFarland of the Wharton 
School of Finance and Robert D. Ayars of 
the University of Pittsburgh. McGraw-Hill 
Book Co., Inc., New York, N. Y. 667 
pages. $4. 


This is a comprehensive textbook de- 
signed to meet the needs of a full-year ele- 
mentary course in accounting. The authors 
have had thousands of students in elemen- 
tary accounting from the school of business, 
hundreds from the college of liberal arts 
and from engineering and other schools, 
and thousands in evening classes. Their 
experience has convinced them that the 
greatest interest in the subject and the most 
rapid and soundest development are ob- 
tained from a course which follows an out- 
line such as is set forth in this volume. 

The book consists of thirty chapters, each 
of which contains necessary definitions, ex- 
planations, and illustrations and is supple- 
mented by a series of leading questions de- 
signed to stimulate class discussion. At 
the end of the book are 160 pages of ac- 
counting problems. The controller should 
not expect to find in this book anything 
which he does not already know, but he 
might find it of help in teaching the sub- 
ject to junior members of his organization. 


Reviewed by E. STEWART FREEMAN, 
Dennison Manufacturing Co. 








Form SS-2 EMPLOYER’S SUMMARY INFORMATION RETURN Original Return 
TREASURY DEPARTMENT Under Title VIII of the Social Security Act Read Instructions 
Internal Revenue Service For Period January 1, 1937, Through June 30, 1937 Carefully 
1. Total number of employees to whom taxable wages were paid within period................ 

(A separate Form SS-2a must be attached for each employee) 
2. Total taxable waGEs paid within period to all employees, as reported on attached Forms SS-2a. $....... 
3. Taxable waGEs paid within period, as reported in item 2 of monthly tax returns on Form SS-1: 
‘ Wie De vevcsccssess Meaty Biscnasendenenes 
Set. Bicccccccsvsssse EA ay {ota 8 ree 
WO Seid teceewscces BE Bei cd cic sccreces PONE: Cicaceacnesdas ve 


If total amounts entered in items 2 and 3 above are not equal, an explanatory statement in duplicate must 


be attached. (See Instructions, Par. E.) 


1 swear (or affirm) that all entries made herein and contained in each Form SS-2a and statement hereto 
attached and made a part hereof are true and correct and in accordance with the law and regulations 


applicable hereto. 





CURIE)  deccccccedsncccusesssccectecvectaeecceussansanes 

Enter in space below employer’s (1) ‘ 
identification number, (2) name, CTilie) << stern e tee e eee e ee eeeee ee eeeeeeees st eeeeees “: 
and (3) complete address. (Owner, president, partner, member, etc. See instructions, par. F.) 
Sworn to and subscribed before me this...... Gay Geccees ye 


(Signature and title of attesting officer or signature of two wit- 


nesses. See instructions par. F.) 





THIS FORM MUST BE FILED IN DUPLICATE WITH COLLECTOR OF INTERNAL REV- 
ENUE FOR EMPLOYER’S DISTRICT ON OR BEFORE JULY 31, 1937 


2—00000 
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PRINCIPAL PROVISIONS OF STATE UNEMPLOYMENT COMPENSATION LAWS 


Ph siecnnetpce ide compensation laws had been enacted, as of May 1, 1937, in forty-five states, the 
District of Columbia and Alaska, and as of that date all the laws except those of Delaware, Nebraska, 
and Alaska, had been approved by the Social Security Board. The principal features of those laws have 
been summarized by the Board, as shown below. 

In the June, 1936, issue of “THE CONTROLLER,” a summary of the provisions of the state laws on unem- 
ployment compensation was published—a summary prepared by The Institute’s Committee on Social Se- 
curity Procedure, under the chairmanship of Mr. H. F. ELBERFELD. That summary a year ago proved so 
useful to controllers that space is given to this current summary, to bring down to date the information 
available with respect to the principal provisions of the state statutes. 























; Benefits 
Contributions 
(percentage of wages) Maxi- 
Month mum 
Employer Employee jirst pay- Percentage of per 
State and type of fund Size of firm —_—_— able wages week Minimum per week 
1937 1938 
Alabama, pooled, merit Employer of 8 or more in 20 weeks 1.8% 2.7% 1%,1937 andaf- Jan. 1938 50% $15 None 
rating ter 
Alaska, pooled, merit rat- Employer of 8 or more in 20 weeks 1.8% 237% None Jan. 1939 50% $15 $5 or 34 of wages 
ing 
Arizona, pooled, merit rat- Employer of 3 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $Sor 34 of wages 
ing 
Arkansas, pooled, merit Employer of 1 or more in 20 weeks 1.8% 2.7% None Jan. 1939 50% $15 $5or 34 of wages 
rating 
California, pooled, merit Employer of 8 or more in 20 weeks; 1.8% 2.7% 0.9%, 1937;1% Jan. 1938 50% $15 $7 
rating also all employers liable to Fed- thereafter not 
eral tax to exceed 50% 
of general em- 
ployer rate 
Colorado, pooled, merit Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1939 50% $15 $5 or 70% of wages 
rating 
Connecticut, pooled, mer- Employer of 5 or more in 20 weeks 1.8% 2.7% None Jan. 1938 4% of wagesina $15 $7.50 or 6% of 
it rating previous quar- wages in a pre- 
; ter vious quarter 
Delaware Details of law enacted April 30, 1937, not yet available. 
District of Columbia, Employer of 1 or more 2% 3% None Jan.1938 40%, plus 10% $15 None 


for dependent 
spouse and 5% 
for other de- 
pendent rela- 
tives; maxi- 


pooled, merit rating 


mum 65% 
Georgia, pooled Employer of 8 or more in 20 weeks To , 2.7% None July 1939 50% $15 $5 or 34 of wages 
equa 
1.8% 
Idaho, pooled, merit rat- Employer of 1 or more in 20 weeks 1.8% 2.7% None Sept. 1938 50% $15 $5 or 34 of wages 
ing 
Indiana, 5% employer re- Employer of 8 or more in 20 weeks 1.8% 2.7% 0.9%, but none Apr. 1938 4% of wagesina $15 $5 
serve, % poole atter Mar. 31, previous quar- 
. 1937 ter 
Iowa, pooled, merit rating Employer of 8 or more in 15 weeks 1.8% 2.7% None July 1938 50% $15 $5 or weekly wage 
Kansas, pooled, merit rat- Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1939 4% of wagesina $15 $5 or 6% of wages 
ing previous quar- in a_ previous 
ter quarter 
Kentucky, % employer Employer of 4 or more in 20 weeks 1.8% 2.7% 50% of employ- Jan. 1939 50% $15 $5 or 34 of wages 
reserve, 4 pooled er’s contribu- 
tion, not to 
exceed 1% 
Louisiana, pooled, merit Employer of 8 or more in 20 weeks 1.8% 2.7% 0.5%, 1937 and Jan. 1938 50% $15 $5 or 34 of wages 
rating after 
Maine, pooled Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $5 or 34% of wages 
Maryland, pooled Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $5 or 34 of wages 
Massachusetts, pooled, Employer of 8 or more in 20 weeks 2% 3% 1%, 1937. After, Jan. 1938 50% $15 $5 
merit rating To equal 90% 1.5% to equal 
of Federal tax 44 employer’s 
contribution 
Michigan, pooled, merit Employer of 1 or more in 3 months, 2% 3% None Jan.1939 4% of wagesina $16 $7 or 6 % of wages 
rating with pay roll of $50 for each of 3 previous quar- 
months and annual pay roll over ter 
$6,000 
Minnesota, pooled, merit Employer of 1 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $6 or 3% of wages 
rating 
Mississippi, pooled Employer of 8 or more in 20 weeks 1.8% - 2.7% None Apr. 1938 50% $15 None 
Montana, pooled, merit Employer of 1 or more in 20 weeks 1.8% 2.7% None July 1939 50% $15 $7 or 34 of wages 
rating 
Nebraska, employer re- Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1939 50% $15 $5 or 34 of wages 


serve, earnings from in- 
vestment pooled 








Ok! 


Ore 
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oe Benefits 
Contributions 
(percentage of wages) Maxi- 
Month mum 
. Employer Employee jirst pay- Percentage of per 
State and type of fund Size of firm ype oe able wages week Minimum per week 
937 938 
Nevada, pooled, merit rat- Employer of 1 or more in 20 weeks 1.8% 2.7% None Jan. 1939 50% $15 $7 or 34 of wages 
ing 
New Hampshire, pooled, Employer of 4 or more in 13 weeks; 2% 3% 1%,nottoexceed Jan. 1938 50% $15 $5 or 70% of wages 
merit rating also all employers liable to Fed- 50% of em- 
eral tax ployer’s con- 
tribution 
New Jersey, pooled, merit Employer of 8 or more in 20 weeks 1.8% yy None, 1937. Af- Jan. 1939 50% $15 $5 or 34 of wages 
rating ter.1% 
New Mexico, pooled, mer- Employer of 4 or more in 20 weeks 1.8% 2.7% None Dec. 1938 50% $15 $5 or 34 of wages 
it rating 
New York, pooled Employer of 4 or more for 15 days 2% 39 None Jan. 1938 50% $15 $7 
North Carolina, pooled Employer of 8 or more in 20 weeks 1.8% 2.75 None Jan. 1938 50% $15 $5 or 34 of wages 
get Dakota, pooled, Employer of 8 or more in 20 weeks 1.8% 2.7° None Jan. 1939 50% $15 $5 or 34 of wages 
merit rating 
Ohio, pooled, merit rating Employer of 3 or more in 20 weeks 1.8% 2.7% None Jan. 1939 50% $15 None 
Oklahoma, pooled, merit Employer of 8 or more in 20 weeks 1.8% 2.7% None Dec. 1938 50% $15 $8 or 34 of wages 
rating 
Oregon, 0.5% pooled, re- Employer of 4 or more in any one 1.8% 2.7% None Jan. 1938 50% $15 $7 or 34 of wages 
mainder employer re- day with pay roll of $500 in any 
serve calendar quarter 
Pennsylvania, pooled Employer of 1 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $7.50 
Rhode Island, pooled Employer of 4 or more in 20 weeks; 1.8% 2.7% 1%, 1937;1.5%, Jan. 1938 50% $15 $7.50 or 34 of wages 
also all employers liable to Fed- 1938 and after 
eral tax 
South Carolina, pooled, Employer of 8 or more in 20 weeks 1.8% 2.7% None July 1938 50% $15 $5or 34 of wages 
merit rating 
a Dakota, % ~4 Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1939 50% $15 $5 or 34 of wages 
ployer reserve, 4% poole 
Tennessee, pooled, merit Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $5 or 34 of wages 
rating 
Texas, pooled, merit rat- Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $5 or 34 of wages 
ing 
Utah, pooled, merit rating Employer of 4 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $7 or 3% of wages 
Vermont, Lac ate merit Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $5 or 3 of wages 
rating, employer reserve 
as employer elects 
Virginia, pooled Employer of 2 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $5 or 3% of wages 
Washington, pooled, mer- Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1939 50% $15 $7 or 34 of wages 
it rating 
West Virginia, pooled, Employer of 8 or more in 20 weeks 1.8% 2.7% None Jan. 1938 50% $15 $5 or 34 of wages 
merit rating 
Wisconsin, Heng re- Employer of 8 or more in 18 weeks 2% 2.7% None July 1936 50% $15 $5 
serve, earnings from in- 
vestment pooled 
Wyoming, pooled, merit Employer of 1 or more in 20 weeks 1.8% 2.7% None Jan. 1939 60% $18 $7 or 34 of wages 


rating 








INTRODUCTION TO PRINCIPLES OF 
ACCOUNTING, by H. A. Finney, Ph.B., 
C.P.A., Prentice-Hall, Inc., New York. 629 
pages. $5. 

Such a well known standard work should 
require no introduction. First emerging in 
1932 and in constant demand since, this 
revised edition should occupy, if anything, 
a higher place than the old edition that it 
supplants. 

Retaining all the features of the original 
edition, features that have made the book 
popular with college and university instruc- 
tors and students, new assignment material 
has been provided and chapters revised or 
completely rewritten. 

Assignment material includes questions, 
problems and practice sets. The author be- 
lieves that before completing an introduc- 
tory course the student should be obliged 
to demonstrate his ability in a sustained 
effort by working out a long practice set. 
Such a set is assigned in installments while 
the student covers the last ten chapters. 

Modern accounting procedures are in- 
troduced. For example, use is made of 
ledger organization on the basis of a nu- 


merical chart of accounts, of numerous illus- 
trations of columnar records, of systems for 
departmental operation, expense controls 
and subsidiary expense records, a general 
ledger organization designed to control de- 
tailed cost records, the factory ledger, and 
analysis by ratios. 

Abundantly illustrated, there is afforded 
a clear picture of the principles and pro- 
cedures enunciated. Primarily intended as a 
vehicle for instruction, it is, nevertheless, 
of interest to those who have been through 
the mill and are actually at work with con- 
crete accounting problems, if for no other 
reason than as a review of those subjects 
studied in days long past. 

Starting with accounts with assets, lia- 
bilities and net worth and accounts showing 
changes in surplus, there is taken up, suc- 
cessively, working papers, merchandising 
activities and merchandise accounts, promis- 
sory notes, special books of original entry, 
classification of expenses, bills of exchange, 
adjustments at the end of period and con- 
trolling accounts. These subjects are fol- 
lowed by chapters devoted to special books 
and columns, voucher systems, forms of 
business organization, manufacturing ac- 











counts, numerical charts of accounts, cash, 
receivables, payables, inventories, deferred 
accounts, manufacturing cost controls, fixed 
assets, bonds, sinking funds, consignments, 
factory and private ledgers, analysis of state- 
ments and an appendix reference to check- 
ing methods. 

There are 142 pages embracing assign- 
ment material including the practice set be- 
fore mentioned. 

Reviewed by A. S. VAN BENTHUYSEN. 


Convention Committee 

President Paul J. Urquhart of The 
Controllers Institute of America has 
appointed a 1937 Convention Commit- 
tee of thirty members, with Mr. A. L. 
Campbell, of Douglas L. Elliman & 
Company, New York City, as chairman. 
The committee has already begun its 
work of arranging a program for the 
Sixth Annual Meeting, October 14 and 
15, at the Waldorf-Astoria Hotel, New 
York City. 
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Brief Items from Here 


and There of Ingest t 





A Comment on 
Professional Standing 


Dear Mr. Tucker: 

Inasmuch as it will not be possible for 
me to be in New York on May 17 I shall 
not have the pleasure of attending the 
meeting of the Committee on Professional 
Standing which Mr. R. H. Johnson will 
hold in the offices of The Institute. 

In your letter of May 4 you say that 
if I have any questions which I should 
like to ask about the past work and about 
the plans for the future, Mr. Johnson will 
be able to answer them. At this time I do 
not have any such questions. 

A standing committee of this kind ap- 
peals to me as wise, though I question 
whether it should attempt to do a great 
deal of creative work. Would not such a 
committee serve its purpose if merely 
it stood ready to express its opinion on 
any matter—particularly on any matter 
of ethics—which normally might be con- 
strued as coming within its jurisdiction? 

In spite of your able editorial in the 
April issue of ‘THE CONTROLLER,” I 
have never quite.been able to feel that the 
controller increases his standing or ex- 
tends his usefulness by classing his work 
as a profession. In your editorial you have 
shown clearly why he has the right to do 
so if he so chooses, and certainly his work 
is closely identified with certain rules of 
conduct, but my feeling is that the con- 
troller should strive to have his work be- 
come continually better known through 
recognition as an essential, practical part 
of the corporation’s business rather than 
through its relationship to professional 
standing. In actual practice I think the 
latter follows the former, and I do not 
think that the latter is of much conse- 
quence until the former has become estab- 
lished. 

The name of this committee, I am in- 
clined to think, is rather confusing to the 
majority of our members, especially since 
The Institute properly excludes public ac- 
countants (who are in the professional 
practice of accounting) from membership. 


(Signed) Roy S. HOLDEN, 
Controller, Public Service Company 
of Northern Illinois. 


Trends In State 
Unemployment Compensation 


An analysis of state unemployment com- 
pensation laws made late in May indicates 
that the trend in state unemployment com- 
pensation legislation is toward extending 


coverage to small firms and toward re- 
quiring contributions from employers 
only. Employees in only eight of the 
forty-seven states which have unemploy- 
ment compensation laws are required to 
contribute to the state fund. Employee 
contributions in the eight states in which 
they are required are usually about one 
half those exacted from the employer. The 
pooled-fund type of law, with merit rat- 
ing for stable employment, is most fav- 
ored by the states. 


Some Companies Switch 
to “Last In, First Out”’ 
Plan of Treating Inventories 


A desire to prevent distortion of earn- 
ings has led some companies to adopt the 
“last in first out” method of treating in- 
ventories, at least for their own interval 
accounts and reports. 

Rising costs and expanding business ac- 
tivity bring to the fore the problem 
whether the “first in first out” method 
should be used, or the “last in first out” 
plan. 

Under the “first in first out” system, in 
a period of rising costs, an inflation of 
earnings results, as goods purchased at 
lower price levels are sold. These goods 
must be replaced at current high prices. 
There results, also, an inflation of inven- 
tory values representing the increased cost 
of goods purchased to replace those con- 
sumed or disposed of. 

Under this “first in first out” method, 
when prices are declining, the opposite is 
true, earnings being reduced by inventory 
losses. 

How would the government fare in in- 
come taxes under the “last in first out” 
plan? It is believed that over a period 
of years the Internal Revenue Bureau 
would fare as well under the new plan 
as under the old, and that there would be 
the added advantage that revenues from 
profits taxes would be more uniform than 
heretofore. 

The objection from the government 
will probably be against the making of 
the change in a period of rising prices. 

One company, a large oil concern, in 
changing to the “last in first out” method 
announces its intention of keeping its ac- 
counts, for income tax purposes, on the 
“first in first out” plan in figuring inven- 
tory values. Many companies report dif- 
ferent earnings to the Internal Revenue 
Bureau than to stockholders. That is be- 
cause the government sets an arbitrary 
method of determining taxable income 
which is far different than the accepted 


accounting methods of figuring earnings. 
For instance, the government has its own 
ideas as to what depreciation allowances 
shall be made, these ideas usually being 
wide of what management thinks is right 
and conservative. 

A further complication in making this 
change to the “last in first out” plan is 
presented by the tax on undistributed 
earnings. The surplus earnings of a busi- 
ness will probably be computed by the 
government on the old “first in first out” 
plan, and thus made to appear larger. A 
greater amount of income will then be 
subject to tax than would be indicated as 
income in reports to stockholders, in a 
period of rising prices, under the “last in, 
first out” plan. The situation might then 
arise that a company might have to show 
a deficit after dividends in its report to 
its stockholders, if it undertook to avoid 
surplus taxes by distributing dividends on 
the basis of its report to the government 
under the “first in first out plan.” 


Holding Company Act Regulations Available 

The Securities and Exchange Commis- 
sion announces that its rules, regulations 
and forms under the Public Utility Holding 
Company Act of 1935 are now available 
in a single printed compilation. 


Daily Reports As To 
Registration Statements 


A daily report of the events occurring 
in connection with each registration state- 
ment under the Securities Act of 1933 is 
being published by the Securities and Ex- 
change Commission. This daily report was 
announced as a regular feature on May 10. 
The report is available to the public, and 
is designed: 

1. To eliminate the present delay in re- 
porting to investors and interested 
members of the public the fact that 
registration statements have been filed; 
(until recently, on the great majority 
of issues, this information has been re- 
leased only on a weekly basis) ; 

2. To combine in a single daily release, 
the registration information (filings, 
hearings, orders, and the like) which 
formerly was made public through 
many different releases; and 

3. To augment the information heretofore 
made available, by reporting daily the 
filing of each amendment, the date and 
manner in which each statement be- 
comes effective, the data as to post-ef- 
fective amendments, and all other ma- 
terial relating to each security issue 
with respect to which there is a Secur- 
ities Act registration statement. 
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As a guide to those who wish to ob- 
tain photostatic copies of documents 
which have been filed with the Commis- 
sion, the report indicates the number of 
pages in each filing. 


Unemployment Insurance 
Payments Deductible 

Amounts paid by employers and by em- 
ployees under state unemployment insur- 
ance laws are deductible in federal income 
tax returns, Internal Revenue Commis- 
sioner Guy T. Helvering has ruled. His 
ruling reads: 

“Employer contributions under state un- 
employment insurance laws approved by 
the Social Security Board, required by the 
state to be paid into state unemployment 
funds and not generally recoverable at the 
option of the employer, are deductible in 
the federal income tax returns of the em- 
ployer. Such contributions are held to be 
deductible as business expenses, except 
that if the state under whose law such 
contributions are levied classifies them as 
taxes, they shall be deductible as taxes 
and not as business expenses. Further, 
such contributions paid or accrued to the 
state fund are in general deductible in the 
employe’s federal income tax return for 
the taxable year in which they are paid or 
accrued, depending upon the method of 
accounting employed in keeping the books 
of the taxpayer. 

“Employe contributions under state em- 
ployment insurance laws approved by the 
Social Security Board, required by the 
state to be paid into state unemployment 
funds and not generally recoverable at 
the option of the employe, are deductible 
in the federal income tax returns of the 
employe. Such contributions are held to 
be deductible as business expenses, except 
that if the state under whose law such 
contributions are levied classifies them as 
taxes, they shall be deductible as taxes 
and not as business expenses. Further, 
such contributions paid or accrued to the 
state fund are in general deductible in the 
employe’s federal income tax return for 
the taxable year in which they are paid 
or accrued, depending upon the method 
of accounting employed in keeping the 
books of the taxpayer.” 


Summary of Recovery Problem 

Mr. Maxwell S. Stewart has prepared a 
summary in pamphlet form of a recent 
study published by the Brookings Institu- 
tion entitled “The Recovery Problem in 
the United States.” The original study 
was done under a grant from the Falk 
Foundation of Pittsburgh. The pamphlet 


is entitled ‘Readjustment Required for 
Recovery,” and is sold at a cost of ten 
cents. It is known as Public Affairs Pam- 
phlet No. 11 and is published by the Pub- 
lic Affairs Committee, National Press 
Building, Washington, D. C. 


Casual Labor’s Wages Seldom 
Exempt from Tax 


Casual labor, in order to be exempt 
from the meaning of the term “employ- 
ment” as used in Title VIII of the Social 
Security Act, must be such as does not 
“promote or advance the employer’s trade 
or business.” Furthermore, such casual 
labor performed for a corporation does 
not come within the exemption. 

This information is contained in a rul- 
ing made by Deputy Commissioner of In- 
ternal Revenue D. S. Bliss. 

A member of The Institute wrote to 
inquire: “What is casual labor under the 
Social Security Act? 

“For instance: We ran a little food 
show in which place we had a little dis- 
play stand for ten days, and we hired two 
young ladies during the term of the show. 

“In the opinion of the experts are these 
wages taxable or do they come under the 
classification of casual labor and become 
thereby not taxable?” 

The inquiry was forwarded to the So- 
cial Security Board, and from there to the 
Bureau of Internal Revenue. Deputy 
Commissioner Bliss in replying, said: 

“You are advised that under the provi- 
sions of Section 811 (b)(3) of the Act, 
casual labor, not in the course of the 
employer’s trade or business, is excepted 
from the meaning of the term ‘employ- 
ment,’ as used in Title VIII of the Act. 

“You are further advised that the term 
‘casual labor’ includes labor which is oc- 
casional, incidental, or irregular, and does 
not promote or advance the employer’s 
trade or business. However, casual labor 
performed for a corporation does not 
come within this exception. If the serv- 
ices performed by the two young ladies in 
the display stand at the food show, were 
in the course of, or promoted or advanced 
the business of their employer, such serv- 
ices constitute ‘employment’ and the taxes 
imposed under Title VIII of the Act are 
applicable to ‘wages’ for such services.” 


Rapid Handling of Claims Planned 


LeRoy Hodges, director of the Bureau 
of Federal Old Age Benefits, announced 
late in May that the Social Security 
Board’s Claims Service will be equipped 
to handle claims for Federal old age bene- 


fits on the basis of one claim every eight 
minutes of the working day. There has 
been increased activity in claim adjudica- 
tion work of the Board, with an estimated 
320,000 persons or their estates eligible 
for payments in 1937. Of this number, 
about 125,000 will involve lump sum pay- 
ments to workers sixty-five years old and 
195,000 will be death payments to estates 
of workers who died before reaching this 
age or who will be age sixty-five before 
qualifying for annuity payments. 

The Bureau’s claims experience to date 
reveals that approximately 70 per cent. of 
wage earners who die leave a widow or 
widower, and in 50 per cent. of the cases 
wherein an application for death pay- 
ments has been filed, no other assets have 
been reported aside from the amount to 
be certified for payment by the Federal 
Government. 


Study of Compensation of Retail 
Executives 


Factual data on the compensation pol- 
icies and practices, and on the amount of 
executive compensation, for thirty-eight 
retail companies annually since 1928 are 
covered in a report just issued by the 
Bureau of Business Research of the Har- 
vard Business School. The material was 
compiled by Professor John Calhoun 
Baker, associate director of research at the 
school. 

The data for research came principally 
from disclosures made by the Federal 
Trade Commission and the Securities and 
Exchange Commission with respect to 
compensation of business executives, and 
the methods of payment. 

Compensation rates paid by chains were 
lower than those paid by department 
stores, the report discloses. The total 
amounts paid annually to executives 
varied widely among the thirty-eight re- 
tail companies studied. Compensation 
levels in department store companies ap- 
peared to exceed those in industrial firms. 

For the years 1928-1934, on the average, 
only one cent of the consumer’s dollar 
went for executive compensation in de- 
partment stores, and only */w’s of a cent 
in chain stores. Twenty-three of the thirty- 
eight firms used incentive compensation 
plans in 1929, and among chain store 
firms, bonus payments constituted a larger 
proportion of total compensation than 
they did in department stores. 

During the seven years, chains paid out 
almost six times as much in dividends as 
in executive compensation, while depart- 
ment stores paid out not quite three times 
as much to stockholders as to executives. 
Department store executives ordinarily 
owned about twice as much voting stock 
in their companies as did chain store ex- 
ecutives. 





Human Equation Taking Precedence 
Over Balance Sheets 


Expanding Interest in Employer-Employee Relationships Testifies to Growing Recog- 
nition of Change—Integrated Industrial Society in Making—Competitive and Coopera- 
tive Principles Merging—National Labor Policy Needed—A ddress by Dr. H.C. METCALF. 


NE of the high spots of the 

recent Spring Conference of 
Controllers conducted by THE CON- 
TROLLERS INSTITUTE OF AMERICA was 
an address by Dr. HENRY C. MET- 
CALF on “Policies and Methods Fol- 
lowed by Corporations in Handling the 
Present Labor Situation.” Dr. MET- 
CALF’S address is reproduced here as a 
noteworthy contribution to current day 
thinking on this subject. 

Dr. METCALF és director of the Bu- 
reau of Personnel Administration, 
New York City, and industrial service 
organization which he founded in 
1918, growing out of his work during 
the war, training employment man- 
agers for the government shipyards 
and munitions plants. Previously he 
was head of the economics department 
of Tufts College. Along with his re- 
search, training, publication, and coun- 
seling work in the field of personnel 
administration, he has continued his 
academic work, and is at present con- 
ducting four seminars at New York 
University, one of them on “The Phi- 
losophy of Industrial Relations.” 

He is co-author of “Personnel Ad- 
ministration: Its Principles and Prac- 
tice’ (3d, revised, edition, 1933) and 
of “Labor Relations under the Re- 
covery Act’ (1933), and editor of sev- 
eral volumes embodying papers pre- 
sented at his annual conference series 
in New York on the general theme 
“Business Management as a Profes- 


em —THE Epiror. 


Just about a year ago in this hotel, 
Mr. Louis Ruthenburg, president of 
Servel, Inc., addressing the annual 
convention of the National Metal 
Trades Association, declared: “We 
are beginning to learn that sales rec- 
ords, competitive position, profit and 


loss statements, and balance sheets 
are not matters of primary impor- 
tance in industry. Underlying such 
secondary results is the human equa- 
tion, and these matters which we 
have so long regarded as things of 
primary importance are simply meas- 
ures of the degree to which manage- 
ment has solved the problem of in- 
dustrial cooperation.” 

It is a real inspiration to those like 
myself who have devoted their lives 
to help build fundamental employer- 
employee relationships to find so 
many different groups in our busi- 
ness and industrial life giving illus- 
tration of President Ruthenburg’s 
statement. 

One has only to follow the ex- 
panding interest in employer-em- 
ployee relationships, not only of dif- 
ferent industrial groups, but also of 
such professional groups as engi- 
neers, attorneys and, as illustrated 
today, the Controllers Institute of 
America, to sense the rapidly devel- 
oping interest in the human factor 
in industry. 

This is the most wholesome tend- 
ency in our joint efforts to work out 
a more integrated society. We are 
all suffering today because of the 
lack in the past of an adequate ap- 
preciation of the unity of society. 
Farmers, bankers, industrialists, labor 
leaders, scientists, educators, min- 
isters—all sectors of society now 
realize as never before the necessity 
of integrated life if Democracy is to 
continue and endure. 


WorK RELATIONS OF PRIME 
IMPORTANCE 
We are also rapidly learning that 
in this process of integration nothing 
influences us quite so much as the 


work relations. Let me at this point 
insert a few illustrative quotations 
from very able scientists. 

Professor Marshall, a noted Eng- 
lish economist, tells us that ‘nothing 
in the world influences us quite so 
much as our work relations, unless 
it is our religious convictions.” An- 
other noted English author, Wick- 
stead, tells us that “the work rela- 
tions are comprehensive enough to 
include both heaven and hell.” A 
third English author, Pigou, asserts 
that “the economic environment as 
well as people have children.” The 
great author of American democracy, 
De Tocqueville, tells us: “Whatever 
exertions may be made, no true 
power can be founded among men 
which does not depend upon the free 
union of their inclinations; and pa- 
triotism or religion are the only two 
motives in the world which can per- 
manently direct the whole of a body 
politic to one end.” 

The economic environment, par- 
ticularly the employer-employee rela- 
tionship, is undergoing a far-reach- 
ing integration in order to build a 
sound integrated industrial society. 
Much analysis will be necessary. We 
are now in the process, as never be- 
fore, of dissecting our employer-em- 
ployee relationships. What we are 
struggling toward is a synthesis of 
human relations in industry. It is well 
to bear in mind that no one’s synthe- 
sis can be more complete than his 
analysis. 

The implications of the present 
employer-employee situation are far 
more fundamental and remoulding 
than the industrial-labor leaders at 
present realize. 

There are two basic principles of 
industrial organization and manage- 
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ment in conflict—the competitive 
and the cooperative principles. Reli- 
ance upon the competitive principle, 
which operated well for a long time, 
led us finally into an economy of ex- 
pansion, inflation, boom and collapse 
in October, 1929. For expansion 
and improvement, American industry 
from its earliest period relied on the 
competitive principle, operating un- 
der the so-called law of supply and 
demand. 

At present we are trying to shift 
from the principle of expansion, 
based on the idea of free competi- 
tion, to a new idea of improvement, 
based on the principle of coopera- 
tion. It is this shift from the com- 
petitive to the cooperative principle 
that makes so difficult the new think- 
ing, new policies, new reorganization 
essential to future harmonious em- 
ployer-employee relations. The neces- 
sity for this democratic readjustment 
is causing great confusion in both 
the ranks of employers and workers. 
Two basic principles—one active, the 
other passive—are here in conflict. 


INDUSTRIES THAT HAVE REACHED 
SATURATION POINT 


Our railroad industry, our coal in- 
dustry and agriculture are good il- 
lustrations of industries that under 
the old set-up have reached the sat- 
uration point. They have been op- 
erating for a long time primarily un- 
der the principle of expansion. This 
principle of expansion, however, 
finally brought these industries to the 
saturation point, and both capital 
and labor in these industries have 
now reached a point where the new, 
active principle of improvement must 
be substituted before these industries 
can look forward to efficiency, har- 
mony, and peace. The railroads are 
at this moment in turmoil in the 
struggle to readjust to the new 
principle of a more complete co- 
ordination of their properties and 
facilities, and integration of employ- 
er-employee relationships. Sound ad- 
vance in these basic industries must 
now come from the impetus of 
the principle of improvement which 
capital and labor must work out 
jointly. 
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In other words, we must have a 
rate of growth in our basic industries 
that will allow for rising standards 
of living all along the line, and this 
means that there must be a develop- 
ing, dynamic principle of expansion 
arising from the mutual interests of 
capital and labor resulting from 
agreed to policies, standards and re- 
wards developed jointly by employ- 
ers and workers, and, if necessary, by 
government. 

Our present national labor policy 
is, broadly speaking, being ap- 
proached primarily from the point of 
view of statutory law. What we need 
is industrial self-government. The 
lawyers have been all too slow in 
recognizing the fundamental impor- 
tance of the shift that is now taking 
place in employer-employee relation- 
ships from legalistic precedent to 
basic human needs. 

The germ of the government of 
industry in a democratic country such 
as ours, if soundly built, must evolve 
from local work situations. This is 
what makes the present struggle be- 
tween employers and employees on 
the one side, and industrial organiza- 
tions on the other, so interesting and 
fundamental. At the heart of this 
struggle are the basic problems of 
minimum wages, maximum hours, 
working conditions, security, and the 
present collective bargaining prob- 
lem, which is working its way more 
rapidly than ever before through our 
basic industries. 


PAPER AND PULP INDUSTRY 
CITED AS PRECEDENT 


A rather happy illustration of what 
is meant here may be found in the 
paper and pulp industry in the north- 
west under the leadership of men like 
Robert B. Wolf. 

In this instance there is a strong, 
well integrated labor union under 
able leadership which has spent much 
time in conference with employers 
in working out the legislation and 
control that at present governs the 
paper and pulp industry. This basic 
industrial self-government _ legisla- 
tion, after great detailed study and 
patience, was agreed to by both 
organized labor and organized em- 
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ployers in the paper and pulp indus- 
try. 

The basic governing law having 
been agreed to, it was then incumbent 
on the managing executives of the 
corporations constituting the employ- 
ers’ organization to take this basic 
law into their plants and in coopera- 
tion with the union representatives 
see that the law was faithfully ex- 
ecuted in the work relations, where it 
was designed to operate and justly 
control employer-employee relations. 
This is the executive branch of the 
paper and pulp industrial self-gov- 


ernment. 


Most GRIEVANCES ARISE FROM 
MISUNDERSTANDINGS 


Knowing the weaknesses of hu- 
man nature, and having learned from 
long experience in employer-em- 
ployee relationships that it is from 
misunderstandings that most griev- 
ances arise, the employer and labor 
leaders in the paper and pulp indus- 
try incorporated in their program 
machinery for the adjudication of 
any disputes that might arise under 
the terms of their contracts. This 
mediatory and arbitral part of their 
plan starts at the focal point where 
the workers’ jobs are located, and 
passes first, in case of grievance, from 
the worker to his immediate group 
leader or foreman. If the grievance 
can not be satisfactorily adjusted at 
this point the worker is free to ap- 
peal to the next superior officer, the 
departmental head, and through vari- 
ous stages he may finally, if neces- 
sary, take his complaint to an outside 
arbitration tribunal, where, accord- 
ing to previous agreements between 
the employers’ association and the 
labor organization, settlement of the 
case becomes final. 

Through this voluntary industrial 
self-government, consisting of (1) 
legislation jointly determined; (2) 
voluntary executive joint-control; 
(3) judicial procedure—voluntary 
arbitration—the paper and pulp in- 
dustry has developed a labor policy 
which has functioned harmoniously 
in the northwest paper and pulp in- 
dustry without a strike or lockout, to 
the mutual satisfaction of all those 
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concerned, for a period of three 
years. 

A most interesting and important 
by-product of this democratic indus- 
trial procedure is that the trade union 
leaders have succeeded in keeping all 
radical elements out of the union and 
have been able to exercise a high de- 
gree of wholesome discipline over 
the members of their labor organiza- 
tion. Also, because labor realized that 
it has a real partnership in the indus- 
try, the union has become very much 
interested in process improvement, 
waste control, and generally speak- 
ing, the smooth, efficient operation 
of the industry. 

The very title of this discussion is 
symptomatic of the gravest need in 
the present crisis. How can we have 
industrial peace as long as there are 
policies, rather than a policy—a na- 
tional labor policy? Not only are 
there different policies with regard 
to labor in different companies, but 
there are different policies within a 
company. The principle of central- 
ization has been applied to sales, ad- 
vertising, production, finance, but 
many of our largest corporations still 
cling to the ancient belief that labor 
policy must be decided by individual 
plants—that in Plant A in the big 
city we shall have to recognize the 
union, but Plant C knows little about 
unions, and until recently collective 
bargaining was taboo. 


Must Have Lasor POLIcy 
Assistant Secretary of Labor Mc- 
Grady recently emphatically stated 
before the American Industrial De- 
velopment Council the following: 
“This country has no national labor 
policy. Labor has not agreed upon 


ee Industry has no policy. 
. ... The government has no labor 
policy. .... I leave with you the 


thought that somehow in common 
council we must remedy this great 
lack. We must have a labor policy in 
the United States.” 

As a background for my analysis, 
it may be helpful to review briefly 
the evolution of the employer atti- 
tude toward labor. John R. Commons 
gives an excellent analysis in his vol- 
ume, “Industrial Goodwill.” As he 
terms it, the three stages have been 
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the commodity, the mechanistic, and 
the goodwill doctrines or attitudes. 

During the last half of the nine- 
teenth century the employer consid- 
ered labor as a commodity. It could 
be purchased at will, and when the 
necessity for using it lessened, the 
worker could be released. When we 
were a young nation with unlimited 
natural resources the worker could 
usually find another job, or there was 
always the final resource of frontier 
land from which he could earn his 
living. 

By 1900, as a result of the efh- 
ciency movement, employers began 
to consider the advantages of keep- 
ing a trained and willing worker on 
the staff. The commodity doctrine 
was not discarded, but superimposed 
on it was the mechanistic doctrine— 
giving the worker better working 
conditions, realizing that he was, 
although a mechanism, a delicately 
balanced one, capable of becoming 
a real asset when properly trained 
and well treated. 

With the use of more complicated 
production machinery, often involv- 
ing tremendous expenditures of cap- 
ital, employers began to realize that 
workers, if not wholeheartedly inter- 
ested, were in a strategic position to 
sabotage. Destruction did not always 
follow, but a more subtle sabotage of 
not working at top efficiency. Finally, 
then, management has come to real- 
ize that employee goodwill is the best 
business asset. It is through goodwill 
that “class harmony” is developed 
from ‘‘class struggle”; and the prob- 
lem at the heart of a national labor 
policy is harmonizing goodwill and 
collective bargaining. 

The policies and methods em- 
ployed by corporations to meet 
labor’s demands in the present situa- 
tion may be summarized as follows: 


FIGHTING LABOR—USE OF SPYING, 

ESPIONAGE, AND STRIKE-BREAKING 

The recent La Follette investiga- 
tions have dramatically revealed the 
efforts of many of the largest cor- 
porations in the country to combat 
the march of labor by the use of 
private detectives, spies, professional 
strike breakers. Under this policy 


management treats unions as enemies. 


It presupposes the paternalistic atti- 
tude that management knows what is 
best for labor, that management must 
protect workers from the insidious 
under-hand tactics of labor unions. 
Of course these efforts at domination 
solve nothing. They merely prolong 
and intensify the struggle; and of 
course recent legislation is now con- 
vincing employers of the necessity of 
abandoning such methods. Let us not 
worry too much about the compul- 
sory virtue involved. 


WAGE INCREASES 


One of the most popular methods 
of preventing unionism has been to 
grant workers large wage increases 
under the theory that workers would 
no longer have any incentive to 
unionize. Employers who have fol- 
lowed this theory are discovering 
their folly. They are beginning to 
realize that the present surge of labor 
is more than a demand for a few ex- 
tra dollars, a few less hours, or more 
safety devices. It represents a surge 
of democratic forces in the ranks of 
labor caused by a number of basic 
forces, trends and developments 
which go back to the nature of man 
and his will to rise up and live. 

Just one hundred years ago a young 
Frenchman, De Tocqueville, came to 
America and wrote “Democracy in 
America,’ a volume which is truer 
today that ever before. Every Ameri- 
can employer and trade union leader 
should find his analysis of inestima- 
ble value. He says: ‘The gradual de- 
velopment of the equality of condi- 
tions is therefore a providential fact, 
and it possesses all the characteristics 
of a Divine decree: it is universal, it 
is durable, it constantly eludes all 
human interference, and all events as 
well as all men contribute to its 
progress.” 


INDUSTRY ALONE LACKS DEMOCRACY 

Of all American institutions, in- 
dustry alone remains to be set up ac- 
cording to the principles of democ- 
racy. I have equality of relationship 
in my church membership, in my edu- 
cational opportunities, in politics 
through my vote, but I have not had 
equality of opportunity in the all-im- 
portant work relations. Nothing in- 
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fluences me as much as my economic 
work relations. There is where I 
spend the greater part of my life. 
Now along comes the collective bar- 
gaining principle as the means for 
putting industry on a democratic 
plane—trying to bring out, as I see 
it, what Laski and Mill mean by the 
principle of the representation of in- 
terests. While the masses and even 
the labor leaders have probably not 
thought things through in this way, 
yet the instinct of justice abides in 
each of us. The greatest need in in- 
dustrial relations today is a keener 
sensitiveness regarding the sense of 
justice. 

General Motors and Chrysler did 
not appreciate the quality of this 
labor movement when they offered 
their wage increases as substitutes 
for unionization. And now Mr. 
Ford comes along with the threat of 
a higher wage, and he too has mis- 
calculated the needs of the situation. 
In a masterpiece of divination and 
clear expression which appeared in 
the New York Herald Tribune, 
Dorothy Thompson told Mr. Ford: 

“For your words affirm the class 
struggle as a reality, in which there 
is no possibility of compromise. 
Ownership owns and completely con- 
trols. Workers obey. Even at $10 a 
day those times are over..... In 
the field of mechanics you have been 
a visionary, who has made a dream a 
reality. Before the nineteenth cen- 
tury had closed you were a man of 
the twentieth. Will you not turn that 
imagination, that genius, upon prob- 
lems of human relations? We can do, 
for the time, without cheaper, sleeker 
cars, without more swiftness and 
more power. But we can not do any 
longer without cooperation, under- 
standing, cohesion.” 

There are of course other related 
factors and forces underlying the 
sweep of unionization, and the ac- 
ceptance of the concept of the pri- 
mary importance of human person- 
ality and its development—in brief, 
the terrible human waste which the 
war brought home to every civilized 
nation and the ominous indications 
of further destruction across the sea 
which spell a potential wiping out of 





entire populations of non-combat- 
ants; the tremendous influence of 
technological advance which has 
made all groups of society conscious as 
never before of their responsibility 
for raising standards; the far-reach- 
ing effects upon our whole popula- 
tion of the rapid development of all 
media of transportation and com- 
munication, expressing the quick 
movement of persons, things and 
ideas—the spread of intelligence 
through the use of electric power, 
telephone, radio and screen; the 
marked recognition during the last 
decade and increasingly today of the 
need for overhauling our educational 
system for more effective service, and 
of emphasizing anew the beneficial 
results within industry to be achieved 
by educating all grades of workers, 
including top management. 


PROBLEMS Must BE SOLVED 


Further there are the tremendous 
influences of technological advance, 
the problems of adjusting from a defi- 
cit to a surplus economy, which im- 
plies the need for continuous produc- 
tion to assure security and a living 
annual wage, and the effects of the 
national elections of 1932, 34 and 36, 
resulting in a body of New Deal leg- 
islation—especially laws bearing on 
employer-employee relations, and 
complications resulting from Su- 
preme Court decisions. Whatever we 
may think of the New Deal program 
and the Roosevelt administration the 
problems of minimum wages, maxi- 
mum hours, security, wholesome 
working conditions and collective 
bargaining are with us. They must be 
solved if democracy is to endure. 

The economic implications of the re- 
cent wage imcreases are most impor- 
tant. In monopoly industries like 
steel, wage increases have been passed 
along to the consumer by raising the 
price of the product—and in some 
cases a bit more than the wage in- 
crease. In competitive industries it is 
more difficult to do this, however, 
and the pressure on managers to re- 
duce costs and compete effectively 
will result in cutting costs where 
they have always been cut first—in 


the ranks of labor. 
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STRENGTHENING EMPLOYEE 
REPRESENTATION PLANS 


A few large corporations are still 
hanging on to their employee repre- 
sentation in the sincere belief, in 
some cases, that if employee repre- 
sentation is set up on a basis of gen- 
uine cooperation there is no major 
weakness. These corporations think 
that representation plans will find a 
place under the Wagner Act, that 
they can operate without implied 
domination on the part of the com- 
pany. But the Carnegie-IIlinois Steel 
Corporation, which retained its rep- 
resentation plan after signing with 
the CIO, has just decided that the 
old plan has no place in the new pic- 
ture and is proceeding to abandon it. 
Employee representation plans, by 
their very nature, depend too often 
on company domination. 

The method of strikes, the testing 
of comparative strength, and the final 
compromise is another attempt to 
meet the situation which results in 
economic and social loss to manage- 
ment, labor, and the community. 
After a struggle which intensified 
class bitterness, Chrysler workers got 
essentially what they could have 
achieved without a strike. And 
the General Motors strike, which 
brought on a bitter struggle, ended 
in compromise. 

A more realistic approach to the 
problem has been the recognition on 
the part of certain corporations that 
the CIO is a responsible organization 
which will increasingly play a role in 
the economic life of the country and 
therefore warrants responsible con- 
sideration. Carnegie-Illinois electri- 
fied the industrial world with its 
right-about-face from the traditional 
attitude of the steel industry, and the 
Viscose Corporation, largest manu- 
facturer of rayon in the country, has 
also just signed an agreement with 
the CIO. 


LEGAL METHODS UNDER THE 
WAGNER ACT 
The Supreme Court decisions up- 
holding the National Labor Relations 
Act go far in clearing the way for 
the establishment of a national labor 
policy. All five cases came on appeals 
(Please turn to page 184) 


With Precedents and Rulings Lacking, 
Responsibility Rests on Controller 


Payroll Tax Raises New Problems in Every Business Organization—Rulings Made 
by Officials Give Little Aid in Deciding Correct Procedures—Controller Must Figure 
Out Correct Methods—Summary of Round Table Discussion, by Mr. 'T. E. SHEARER. 


i hem article presented here is a sum- 
mary of a round table discussion 
on “The Status of Federal and State 
Unemployment Insurance Laws,” 
which was a part of the Spring Con- 
ference of Controllers conducted by 
THE CONTROLLERS INSTITUTE OF 
AMERICA on April 29, at the Waldorf- 
Astoria Hotel, New York City. The 
summary was prepared by Mr. 
THomas E. SHEARER, of Prentice-Hall, 
Inc., who presided over this round 
table discussion. 

The points presented are interesting 
and valuable. MR. SHEARER puts 
squarely on the controller the res ponsi- 
bility for making decisions as to correct 
procedures, as precedents are lacking, 
and the few rulings which have been 
made are far from helpful. 

—THE EpIrTor. 


An important feature of the Social 
Security program is the tremendous 
burden of responsibility which is thrust 
upon controllers. This is true because 
the payroll tax is a new form of taxa- 
tion. 

Just as the payroll tax does represent 
something entirely new, so does it raise 
new problems in every business organ- 
ization. In previous years you have ad- 
justed your business practices to the in- 
come tax. That, as you will know, was 
no mean job. Now you are required to 
adjust your practices to the rulings, de- 
cisions, and changes in the payroll tax 
laws. 

With this payroll tax there is very 
little precedent, and the rulings which 
come down do not give you a great deal 
of help. It will be a long time before 
we have rules and regulations covering 
each situation. In the meantime the 
controller must assume the responsibil- 
ity in applying the tax to concrete situa- 
tions. 


QUESTION OF INDEPENDENT 
CONTRACTORS 

Take a specific example: This ques- 
tion of independent contractors, par- 
ticularly as applied to agents and sales- 
men, is a troublesome one with every 
organization. You can read the inter- 
pretations and decisions—what few of 
them there are so far—and you prob- 
ably will find none which parallel the 
problem in your own organization. 

What is the answer? It is simply 
that you must make the decision your- 
self. You cannot call up the Bureau of 
Internal Revenue and say, ‘Here are 
the facts. Is the man taxable or not?” 

The Bureau can give you the general 
principles and, if all the facts are sub- 
mitted on a particular case, they may 
answer for those specific facts. But 
tomorrow a problem arises in which 
the facts are slightly different and the 
ruling of the Bureau can not be ap- 
plied. Furthermore, the same question 
must be answered under each of the 
state laws. You simply have not the 
time to try to get official interpreta- 
tions in all situations and under all of 
the laws. The result is that, in deter- 
mining whether or not an individual is 
taxable, yours is the responsibility. You 
have to decide the question. That is a 
broad responsibility, for you put your 
company in a position where it may be 
paying more taxes then it should, or 
less taxes than are required. 


Pay EARNED, OR PAYMENTS 
ACTUALLY MADE 
Here is another example: In New 
York State the contribution payments 
are based upon the pay which is earned 
within the month. In the case of the 
Federal Old Age tax, however, the tax 
is based on payments actually made 
within the month. That creates some 


difficulty in a situation where, for in- 
stance, a payroll period begins March 
24 and ends on March 31, and pay- 
ment to employees is not made until 
April 4. 

For New York State purposes the 
March tax includes the wages for the 
period from March 24 to March 31. 
But for the Federal Old Age tax those 
wages are included in the tax paid for 
April because the wage payment was 
actually made in April. This means 
that the employer has two different 
bases for determining taxable payrolls 
—one for New York and one for 
Federal Old Age purposes. The ques- 
tion is, why can not the company in- 
clude the March 24-31 wages in the 
March payroll for purposes of the Fed- 
eral Old Age tax? Strictly speaking, it 
cannot be done. The law says that the 
Federal Old Age payment shall be 
based on the wages actually or con- 
structively paid within the month, and 
the March 24-31 wages were paid in 
April and not in March. Nevertheless, 
many companies are disregarding the 
“wages paid” and ‘wages payable” 
distinction and are computing all taxes 
on the accrual basis. Thus have the 
controllers in these companies assumed 
a responsibility in applying the law to 
their specific problems. 


VOLUNTARY COMPLIANCE WITH LAW 


Another situation which is facing 
controllers of those companies who do 
business in a number of states: Should 
the organization voluntarily comply 
with a law to which they are not other- 
wise subject? Some organizations do 
and some organizations do not. 

Suppose the company operates in a 
state in which the employer must have 
eight persons within that state in order 
to be subject to the law. The company 




















INDUSTRY, keen to adopt the latest 
technological equipment, often ig- 
nores the economy to be achieved 
by modern figure-work methods. 
Mr. V. L. Elliott, Comptroller of 
The Atlantic Refining Company 
in Philadelphia, and first Presi- 
dent of the Philadelphia Chapter, 
National Office Management As- 
sociation, has this to say of 
“Comptometer” methods: 


“The Atlantic Refining Company 
has saved many thousands of dollars 
by the institution of a centralized 
‘Comptometer’ department and 
establishing standards of perform- 
ance. The increased efficiency re- 
sulting from a central consolidated 
figure-work department, combined 
with the accuracy, flexibility, and 


speed of ‘Comptometer’ methods, 
enables us to secure production, 
costs, sales, and statistical figures 
several days earlier at less ex- 
pense. Monthly earnings state- 
ments of our foreign and domestic 
transactions are out by the 11th 
work day of the following month. 

“The bulk of all our figure work 
is handled by a staff of from 18 to 
23 operators using Standard and 
Electrical ‘Comptometer’ machines. 
Service and suggestions rendered by 
the local ‘Comptometer’ office are 
further reasons why you may count 
us among the ‘more-than-satisfied’ 
users of the ‘Comptometer.’” 

The adoption of “Comptome- 
ter” methods is a dollars-and-cents 
proposition. Why not permit a 


SAVES “MANY 

THOUSANDS 

OF DOLLARS” 
FOR THE 


ATLANTIC 
REFINING 


COMPANY 


representative to demonstrate in 
your office, on your job, how 
the “Comptometer” can save your 
time and money? Telephone the 
*“‘“Comptometer”’ office in your 
locality, or write direct to Felt & 
Tarrant Mfg. Co., 1734 North 
Paulina Street, Chicago, Illinois. 
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Electric 
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has only one or two isolated salesmen 
who operate in the state, and does not 
need to pay the state tax. Under such 
circumstances a good many organiza- 
tions are voluntarily complying with 
the state law, and are paying the tax on 
those isolated salesmen. Their reason- 
ing is that if the tax is not paid the 
state, it must be paid to the Federal 
government. If the company volunta- 
rily complies and does pay the state, 
the employees will have at least the po- 
tentiality of being eligible for unem- 
ployment compensation benefits. 

Another illustration of the control- 
ler’s responsibility came up recently in 
one of the states. In this case a com- 
pany operating a truck fleet, at the start 
of each trip, gave the truck drivers a 
specified sum of money to cover ex- 
penses while on the road. The state 
administration notified the company 
that the amount given the employee to 
cover his food and lodging was a tax- 
able item. Such a ruling is definitely 
contrary to any established principle 
of income; it is definitely contrary to 
the rulings of the Bureau of Internal 
Revenue and virtually all of the states’ 
administrations. 


CONTROLLER MusT DECIDE 
ON PROPER PROCEDURE 


But what is the controller to do in 
such a case? Should he follow the di- 
rection of the administration in that 
state or follow what he knows to be the 
proper practice and, therefore, exclude 
such expense items from the taxable 
wage? You are going to have many 
such problems, particularly when you 
do business in a number of states. In 
one state an item will be taxed; in an- 
other state it will not be. What are you 
going to do? Follow different proce- 
dures in different states? Why not fol- 
low your own judgment in the matter, 
which certainly coincides with some of 
the rulings, and then take issue with 
the state authorities who disagree? 

Again, let me emphasize that, in 
these matters, we are without much 
precedent. Most controllers have had 
a good many years of experience in tax 
work and their judgment will be as 
sound as that of the administrative 
agency, particularly where tax problems 
are new for the administrative officials. 
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New Methods of Accounting 
(Continued from page 166) 
and in such dealings find a method by 
which individual and national well- 
being may be advanced. 


Summary 

The fact named profits may be vari- 
ously defined, since definition in a 
measure depends on purpose. But re- 
gardless of whether we define it as ‘‘ex- 
cess of income over expenditures,” or 
“change in proprietary claim,” or as 
“wages paid for use of tools,” the 
fundamental fact remains. Profits are a 
reality. They are the product of human 
intelligence using man power and 
physical assets to produce goods and 
services for human consumption. As 
to an individual enterprise, profits may 
be represented by physical assets owned 
and possessed, or by claims against 
physical assets in the possession of 
other persons, or by a reduction of the 
claims which others hold against the 
physical assets possessed. All of the 
gains or losses resulting from the busi- 
ness activities of customers, government, 
employees, and owners, are gains or 
losses of assets or claims to assets. But 
in the totality of the economy, profits 
are represented and only can be repre- 
sented by an increase in physical assets. 
It is this condition which makes desir- 
able the progression of concepts and 
reporting from that of financial profits 
to increase in economic assets. Ac- 
counting for profits consists of record- 
ing, analyzing, synthesizing, and re- 
porting to the end that the human in- 
telligence may better perceive its work 
and more efficiently apply itself to the 
task of imptoving the enterprise for 
which the accounting is done. 

A controller honestly endeavoring to 
measure the amount of profits earned 
by the enterprise for which he is re- 
porting and who interprets these meas- 
urements in terms which enable all of 
the interested parties to perceive the 
causes and effects of profit creation, is 
in a large measure, if not entirely, 
meeting the responsibilities which are 
placed upon him by the economic, gov- 
ernmental, and social situations of 
today. 
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REVIEWS of Current Business Publications 


ANALYSIS OF FINANCIAL STATE- 
MENTS, by Harry G. Guthmann, C. P.A., 
Ph.D. Prentice-Hall, Inc., New York. 584 
pages. $5. 

Since the first appearance of Professor 
Guthmann’s work in 1925, which was fol- 
lowed by a number of printings, there has 
been a vast improvement in the quality of 
published corporate reports. Corporation 
managers have begun to realize their re- 
sponsibility in handling the funds of others 
and to appreciate the necessity of rendering 
adequate accountings of their stewardship. 
In view of this favorable trend, and changed 
conditions within the past decade, the au- 
thor has felt obliged to revise his work in or- 
der to bring it up to the present day condi- 
tion of affairs. 

While the average accounting textbook is 
concerned more with the construction of 
financial statements, this volume deals with 
their analysis and interpretation. In this 
respect the book can not but be of far more 
general interest than one confined purely to 
the perfection of technical detail. It is in- 
tended more for those interested in the use 
of financial statements than those who con- 
struct them. It should have considerable 
appeal for bankers, business executives, in- 
vestors, credit men and the like. Still, it 
should not be devoid of interest to account- 
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Convenient, comfortable, quiet, inexpen- 
sive, this homelike modern hotel is just 
a few steps from Grand Central, a short 
walk to Radio City, the leading theatres, 
smarter shops, and large Fifth Avenue 


ants, whether in public practice or associ- 
ated with private enterprise. Accountants 
should welcome an undertaking of this na- 
ture as enabling them to see through the 
eyes of management and understand the need 
for framing their reports so as to reflect the 
maximum of usefulness in the hands of their 
recipients. This can be done without vio- 
lating any of the standards that have grown 
up in the preparation of reports. 

While emphasis is placed on the inter- 
pretative side there is no desire to minimize 
the value of the constructive process. Rather, 
a perusal of the volume should be of in- 
finite value in the construction of statements 
that will serve business better than when 
this aspect is overlooked. 

Divided into two parts, the first covers 
the general technique of analysis and the 
second an analysis of different types of 
business. 

Starting with the place of financial state- 
ments in modern business we are treated to 
a discussion on the regulation of public 
utilities, income tax accounting and analysis 
for executives, bankers, commercial paper 
houses, credit men and investors, together 
with references to false statement laws and 
the value of statement publicity. 

From this point we are led through the 
intricacies surrounding the construction of 
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the balance sheet and profit and loss state- 
ment. Then follow dissertations on the 
analysis of working capital and of fixed as- 
sets and capitalization. Chapter VII deals 
with interpreting balance sheet changes, cer- 
tainly a subject that should receive consider- 
able attention. Finally, we come to the 
analysis of the income statement. 

With consummate skill and patience and 
with the utmost consistency the author has 
covered his subject admirably. However, 
he does not leave us at the conclusion of 
his discussions on analysis but has yet one 
more chapter ere we finish the first part. In 
this final chapter he takes up information 
supplementary to financial statements, such 
as that data which is required in conjunc- 
tion with the completion of mercantile and 
bank credit forms. At the same time he 
covers many other miscellaneous angles. 

In the same logical manner he has ap- 
proached the second part, which deals more 
specifically with railroad, public utility, 
mercantile, manufacturing, bank, insurance 
and holding company statements, as well as 
consolidated balance sheets, inter-company 
relationships, minority stockholders’ and 
consolidated earnings statements. 

Replete with forms, tables, graphs and 
other illustrations the work closes with a 
bibliography of selected reference material. 


Reviewed by A. S. VAN BENTHUYSEN. 








REVIEWS of Current Business Publications 


MUNICIPAL BONDS, by A. M. Hillhouse, 
J.D., Prentice-Hall, Inc., New York. 579 
pages. $5. 

Carrying the subtitle of “A Century of 
Experience,” this volume deals with the 
record of municipal borrowing and debt 
administration during the past hundred 
years. Incidentally, the author is Director 
of Research of the Munic'pal Finance Off- 
cers’ Association. 

A student of municipal financing, the au- 
thor concentrates on the subject of defaults. 
This embraces causes, amounts, geographical 
distribution, losses to creditors, effects on 
municipal credit and proposed remedies. It 
stresses the errors of the past relative to 
municipal debt administration and offers 
suggestions to avoid these pitfalls in the 
future. 

Borrowing during the past hundred years 
has produced many a blot on municipal 
escutcheons. During the past three years 
the Municipal Finance Officers’ Association 
has been beset with a host of queries anent 
defaults. This volume, written for both 
local officials and investors, sums up the 
answers to these and many other questions. 

Throughout, emphasis has been placed 
upon the historical and administrative as- 
pects of the problem. Undoubtedly the au- 
thor was faced with a difficult task in as- 
sembling the basis for his subject matter 
but once done he was in a position to write 
authoritatively and in doing so he has of- 
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fered a contribution of infinite value to 
those interested in this subject. 

Until the present depression it was gen- 
erally believed that municipal defaults be- 
longed to a past age. Unfortunately, this 
was shown not to be the case, shattering, to 
some extent, the sincere and implicit faith 
of municipal bond men and investors in the 
security afforded by investment in this type 
of security. However, this does not detract 
from the fact that municipal bonds as a 
class have enjoyed a long and enviable rec- 
ord. But, municipal bonds should not be 
acquired blindly. As in the case of every 
other security, purchases should receive 
careful investigation and thought before be- 
ing consummated. 

Opening with a discussion of the present 
day municipal debt problem there follows a 
summary of history covering the growth of 
municipal debt and defaults. This inevi- 
tably leads to a fuller discussion of Carpet- 
bagger Bonds, Civil War Aid Bonds and 
Acts of God. The latter is interesting, for 
the average investor gives little thought to 
eventualities in this direction. Specific ref- 
erence is made to the consequences of floods, 
hurricanes, fires, earthquakes and other ca- 
tastrophes. The leading examples dwelt 
upon are those involving Savannah’s default 
in 1876, Galveston’s default arising from 
the effects of the hurricane that struck that 
city, and Austin’s default in 1898. 

Real estate boom and other improvement 





bonds, together with special assessment and 
special district defaults, take up three chap- 
ters. Railroad Aid Bonds are next dis- 
cussed. 

Canadian experience with defaults is also 
covered and thereafter follow chapters de- 
voted to causes and conditions, creditors’ 
remedies, state remedial measures, debt ad- 
justments, consequences of defaults, and 
preventing municipal defaults. 

Nine appendices, occupying 53 pages, and 
a selected list of reference matter conclude 
the work. 


Reviewed by A. S. VAN BENTHUYSEN. 


NRA ECONOMIC’ PLANNING, | by 
Charles Frederick Roos, Ph. D. The Principia 
Press, Inc., Bloomington, Indiana. 596 
pages. $5.00. 


Becoming law on June 16, 1933 the Na- 
tional Industrial Recovery Act was invali- 
dated by the Supreme Court of the United 
States one and one-half years later. 

Possibly no peace time legislation ever 
created the furore and had such an im- 
mense effect on the business men of this 
country as did this Act during its short life. 

Dr. Roos was formerly Director of Re- 
search in the National Recovery Adminis- 
tration and is therefore well qualified to 
present this work, which he now does un- 
der the auspices of the Cowles Commis- 
sion for Research in Economics. 
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REVIEWS of Current Business Publications 


Four hundred and fifty codes became stat- 
utes, five million employers and _ twenty- 
three million workers were subject to its su- 
pervision, inaugurated ‘‘for the preservation 
of American standards.” Acclaimed at the 
start and violently condemned within a short 
time, few institutions were ever accorded 
the same volume of treatment in the press 
in an equal period of time. 

The present study attempts to reveal first 
of all the more important fundamentals in 
the evolution of the NRA policy. In each 
chapter an attempt is made to outline the 
rapidly changing decisions and the reasons 
therefor. Complete statistical data and a 
more searching analysis from an economic 
view of the objectives and efforts of the 
NRA is another aim. Finally, an endeavor 
is made to appraise constructively the ex- 
perience afforded by this stupendous under- 
taking. As principal economist, the author 
has had a wealth of material from which to 
draw and much of this data has never before 
been made public. 

First there is unfolded the evolution of 
the NRA idea and then its creation and evo- 
lution of general policy. The author then 
takes us through chapters dealing with 
hours of work, the shorter week, wage 
changes and collective bargaining. As af- 
fecting the business man’s side, chapters are 
devoted to the cost and formulation of 
codes, open prices and terms of sale, price 
experiments, fair trade practices and monop- 
oly and problems of the small business 
man. Finally, there is covered the planning 
for increased purchasing power and further 
evaluations. 

Appended to the body of the book proper 
appear appendices embodying the Act as 
passed with its full text, the cotton textile 
code as proposed and as passed, list of ap- 
proved codes, typical code provisions for 
adjusting wages above the minimum, sup- 
plementary notes on the determination of 
lowest reasonable cost, summary from the 
Mitchell-Whiteside report on the price hear- 
ing, and the text of the unanimous decision 
of the Supreme Court invalidating the Act. 

While the NRA is dead as an Act it- 
self, a study of it as a guide in determining 
the value of any revived attempts to pass 
an Act of similar nature is important. 
Surely, having passed through the NRA era 
the country at large should now be in an 
excellent position to give critical consider- 
ation to any similar legislation regardless of 
the guise under which it is presented. 

Dr. Roos has contributed an excellent ad- 
dition to the study of economics, further, 
a valuable work bearing on one of the im- 
mensely stirring periods of our national 
life, a period that will have a definite place 
in the history of the great American re- 
public. 

Reviewed by A. 8S. VAN BENTHUYSEN. 
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HOW TO USE PSYCHOLOGY IN BUSI- 
NESS, by Donald A. Laird, Ph.D., Sci.D. 
McGraw-Hill Book Company, New York 
City. 378 pages. $4. 

The inspiration for this book seems to 
have been the fear of the average business 
man of the word “psychology.” It has been 
written in the “tempo, the language, the 
interests, and the problems of the average 
business man,” not for professional psy- 
chologists. As a result it is completely 
non-technical, and the reviewer does not 
recall an instance of the author using a 
word that required dictionary reference. 

It makes interesting and instructive read- 
ing, for the author explains how “psychol- 
ogy has gone to work,’ human engineering, 
in the dirtiest part of the factory, the coal 
mine, the restaurant, and how the applica- 
tion of common sense (psychology) has 
resulted in increased output per worker, a 
reduction in accident frequency, a better 
understanding between employee and em- 
ployer, with resultant financial benefit to 
both. He explains fatigue and the profits 
from reducing it, and monotony, and some 
of the ways by which it has been done. 

The author cautions against running 
headlong into psychological procedures 
without having all the facts bearing on 
the problem under consideration, and sug- 
gests that it is better to try it out on a 
small scale, watching the results. He also 
emphasizes the fact that psychologists are 
not magicians, nor are they blessed with 
second sight, their knowledge coming 
wholly from study, practice, and of course 
experience. The author further states 
that while the United States practitioners 
are in many ways far ahead of those in 
other countries, in the field of industrial 
psychology this country is very much be- 
hind England. He explains what psychol- 
ogy can do in business, how people dif- 
fer, how and why people are different in 
general ability, how much brains a given 
job requires, with highly interesting tables 
and charts. He explains the stimulation 
of brain activity from a variety of in- 
terests, and the reasons for laziness. There 
are interesting chapters on getting along 
with people, augmented with several types 
of charts, usable in determining social and 
abstract personalities. 

“For all practical purposes, social in- 
telligence wins over abstract intelligence, 
ten to one. Abstract intelligence knows 
what to do, but social intelligence knows 
how to get it done.” 

There are chapters on general ways to 
judge characteristics of people, their emo- 
tional reactions to suggestions, and the 
like, effects of diet, how it may produce 
fatigue or develop energy, most effective 
methods of conserving strength, the ef- 
fects of various types of clothing on men 
and women, the points at which noises 
cease to be a handicap, and how to reduce 


“are no forms. 


noise effects. There are some good points 
on executive leadership and how to look 
for and train men as leaders. 

Reviewed by J. HAROLD SMITH. 


STANDARD PRACTICE IN MUNICIPAL 
ACCOUNTING AND FINANCIAL PRO- 
CEDURE. Municipal Finance Officers’ As- 
sociation of the United States and Canada. 
$.50. 

This is a preliminary report of a commit- 
tee with reference to standard practice in 
municipal accounting and financial practice, 
as indicated by the title. Intended prima- 
rily for local, state and provincial officials, 
it shotld however be of value to many out- 
side this range who for one reason or an- 
other are interested in standard methods in 
this field. Briefly, this pamphlet covers ac- 
counting and treasury duties, budgeting, ac- 
counting methods and procedure, financial 
reports, municipal cost accounting, account- 
ing for municipal utilities and post-auditing. 
There is no attempt to elaborate and there 
Basic fundamentals are 
presented and it is left to the reader to 
build the detail necessary to achieve his 
own end. Concise and very much to the 
point, it furnishes a groundwork that many 
an author could utilize for the preparation 
of a full length volume. 

Reviewed by A. S. VAN BENTHUYSEN. 


JOURNAL OF CALENDAR REFORM. 
The Monthly Calendar Association, Inc. 
New York. Monthly. 

As is fairly well known, this publication 
is devoted to calendar revision, the idea of 
the association being a calendar with “all 
years alike—all quarters equal.” Any one 
interested in this subject will find this 
monthly of considerable interest. To ac- 
count for the 365th day of each year it is 
proposed that December 31 be termed 
“Year-end Day’ and the extra day in leap 
years ‘“Leap-Year Day” following June 30. 
These days are to be designated ‘December 
Y” and “June L” respectively. It is stated 
that the League of Nations hopes to bring 
about the necessary action for the inaugu- 
ration of a simplified calendar at the start of 
1939. Accountants and many others would 
doubtless welcome the achievement of the 
association’s aim, but when it comes to ac- 
tion on the part of the League of Nations, 
past performances of that body give no in- 
dication of its ability to carry out such a 
momentous program in as short a period 
as eighteen months, as is predicted. Still, 
the association’s efforts are to be com- 
mended and as our calendar has already 
been altered on several occasions it is not 
beyond the realm of possibility that at some 
future date simplification will become an 
accomplished fact. 


Reviewed by A. S. VAN BENTHUYSEN. 





Figures in a Hurry— 
Not Hurried Figures 
Send your inventory and other emergency 
computations to a skilled organization of pub- 
lic calculators. 48-hour accurate service. 
ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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Human Equation 
(Continued from page 177) 
from rulings of the NLRB growing 
out of the discharge of employees 
who had been active in labor organ- 
ization. The rulings of the Board, 
therefore, become basic law. 

Yet some employers say, and say 
sincerely “It is too late for a national 
labor policy. Labor is on the march 
and can not be stopped no matter 
how inconsistent and ruinous its tac- 
tics and demands.” The fact of the 
matter is that too few companies have 
practiced true ‘“‘preventive manage- 
ment.” What they have considered 
preventive management individual 
bargaining,—bribery, espionage—is 
proving a boomerang. Caught on the 


defensive, they either lie down be-. 


fore the exorbitant demands of newly 
organized labor groups, lacking 





THE TYPE OF MAN 
Business is looking for Amesmen of 
experience and skill—in filing, mail- 
ing and carrying containers. 

AMES SAFETY ENVELOPE CoO. 
Boston New York Chicago 
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sound leadership, or they stubbornly 
resist any attempt at getting together 
on the basis of friendly conference. 

A most imminent need today is for 
management to take stock—its human 
stock—and to set up effective person- 
nel procedures for executing the na- 
tional employer-employee relations 
policy which is being formulated and 
interpreted. 

In the present situation our former 
conceptions of ownership and private 
property are under-going racical 
change. What is happening is that 
we are passing from the conception 
of ownership, as in the past, in terms 
of expansion, to the new conception 
of property and income as of pri- 
mary importance to both capital and 
labor in the fundamental problems 
in the conservation of natural and 
human resources, and of increasing 
the standard of life all along the 
line. 

Capitalism was the first major in- 
stitution of society to point the way 
to the conservation and accumulation 
of wealth. But capitalism failed to 
see that under modern conditions of 
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READY IN JULY! 


FIRST ISSUE OF 


American Office Machines Research Service 


Announcing a new and important service, specializing in 
furnishing original data on office machines and related equip- 
ment from first-hand investigations made by our own experts. 


New developments and group studies of office machines 
will be included in each of the 12 monthly issues, thus as- 
sembling during the year current and authoritative analyses 


Certified Public Accountants, treasurers, controllers, audi- 


tors, cost-accountants, office managers and others will find this 
new service of great value in keeping them supplied with orig- 


Send for complete details 


OFFICE MACHINES RESEARCH, INC. 


630 Fifth Avenue, New York 








a highly developed technology, the 
principle of expansion, not recogniz- 
ing the dual nature of man, and the 
remoulding influence of the demo- 
cratic principle, would sooner or 
later bring us to the saturation point, 
as pointed out previously in the case 
of railroads, coal and agriculture. 
Earnings that should have gone into 
upkeep and social improvement con- 
tinue to flow into expansion and this 
violation of the principle of balance 
between population and wealth, or 
capital and labor, got us into our dev- 
astating depression. 


BALANCE Must BE MAINTAINED 


We have now reached the stage 
where in both the competitive and 
cooperative principles we must rec- 
ognize the active and passive features 
in both. We can not now run wholly 
from the principle of individualism 
and competition to the one sided 
principle of cooperation. We repeat, 
the dual aspect of human nature must 
be recognized. The competitive and 
the cooperative urge in society must 
be integrated and kept in balance. 

In the employer-employee _ rela- 
tionship, which is our chief interest, 
this law of balance means that labor 
must be given co-equal responsibility 
with capital and that we must in- 
creasingly learn to distinguish be- 
tween the efficient and the inefh- 
cient plants. A major, new problem 
arising from this situation is the 
problem of selecting, educating, 
training and developing, rewarding 
and measuring executive ability and 
leadership in the ranks of both em- 
ployers and laborers. 

What industry is crying out for to- 
day above everything else is admin- 
istrative leadership. We need a new 
supply of industrial and labor states- 
men—leaders competent to play the 
role of business and industrial phi- 
losophers. 


October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. A 
strong, experienced committee already 
is at work making plans and arrange- 


ments. 
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INSTITUTE ACTIVITIES-COMMUNICATIONS 





NEW MEMBERS 
ELECTED 


At a meeting of the Board of Di- 
rectors of THE CONTROLLERS INSTI- 
TUTE OF AMERICA, held May 25, 1937, 
| the applicants named below were 
elected to active membership in The 
| Institute: 
| H. C. ANDERSON 
H. J. Heinz Company, Pittsburgh. 
| B. D. F. Bairp 
The J. G. Brill Company, Philadel- 
phia. 
| C. GRANNIS BONNER 

The Brunswick-Balke-Collender Com- 

pany, Chicago. 

RosBeErT D. S. DoBSON 
| Pacific Mills, Inc., New York City. 
| VicTOR E. FEGLEY 

Colombian Steamship Company, Inc., 

New York City. 

JOHN H. Foster 

Florence Stove Company, Gardner, 

Massachusetts. 
| SYDNEY G. GLAYSHER 
| John Sexton & Company, Chicago. 
| James F. Howarp 

National Enameling and Stamping 
Company, Milwaukee. 

HERBERT LAWRENCE 
Pittsburgh Screw and Bolt Corpora- 
tion, Pittsburgh. 

C. L. PFEIFER 

Chain Belt Company, Milwaukee. 
G. L. HoPpKINS 
Hoberg Paper Mills, Inc., Green Bay, 
Wisconsin. 
GEorGE O. Ross 
Globe Steel Tubes Company, Mil- 
waukee. 

G. L. SHUMAN 

Twin Disc Clutch Company, Racine, 
Wisconsin. 

LAWRENCE G. REGNER 
| Briggs & Stratton Corporation, Mil- 
|  waukee. 

[ 











YEAR BOOK OF 
AMERICAN INSTITUTE 
OF ACCOUNTANTS 


The 1936 Year Book of The American 
Institute of Accountants, which made its ap- 
pearance recently, contained 509 pages of 
which 313 are devoted to lists of names of 
members. The book is about double the size 
of previous issues owing to the fact that the 
membership of the American Institute of 
Accountants was increased to approximately 
4,500 by amalgamation with it of the 
American Society of Certified Public Ac- 
countants. The Year Book contains the 
usual additional features including reports 
of committees, of officers, financial reports 
of the various subdivisions of the Institute, 
and a report of the proceedings of the An- 
nual Meeting of 1936. 


San Francisco Committee 
on Nominations 


The Nominating Committee of the San 
Francisco Control was composed of Leonard 
W. Hughes, of the California Corrugated 
Culvert Company; F. W. Teasdel, of the 
Key System, and C. H. Brown, of the 
Schwabacher-Frey Company. 


Personal Notes 


Mr. H. Gordon Calder, vice president and 
treasurer of Scranton-Spring Brook Water 
Service Company, Chester Water Service 
Company, Pittsburgh, Suburban Water Serv- 
ice Company, and other Pennsylvania sub- 
sidiaries of Federal Water Service Corpora- 
tion, has been elected vice president and 
treasurer of Southern Natural Gas Com- 
pany and Alabama Gas Company, which 
are also part of the Federal Water Service 
Corporation system. He is leaving Penn- 
sylvania and will make his home in Bir- 
mingham, Alabama. He has been a mem- 
ber of The Controllers Institute of America 
since January, 1934. 

Mr. Ernest L. Olrich, who had for four 
years been controller and secretary of Mar- 
shall Field & Company, and who recently 
was designated as operating manager of 
that company’s retail store in Chicago, has 
become president of Munsingwear Corpora- 
tion, of Minneapolis, and will be also a 
member of its board of directors and of its 
Executive Committee. This affiliation be- 
came effective June 1. Mr. Olrich is a 
vice president of The Controllers Institute 
of America, and president of the Chicago 
Control. He is also president of the Con- 
trollers’ Congress of the National Retail 
Dry Goods Association and will preside 
at the annual meeting of the Congress in 
Chicago late in June. Mr. Olrich gradu- 
ated from New York Unversity in 1910. 
His career was outlined in the April issue 
of THE CONTROLLER. 





AVAILABLE 


A seasoned executive whose business 
history is an interesting record of 
achievement and proven ability. Ex- | 
ceptionally well qualified to serve a 
large organization as treasurer, con- 
troller or assistant to major executive. 
For fifteen years held these positions | 
with large world known corporation. | 
Extensive and diversified experience in | 
charge of finances, investments, ac- | 
counting, auditing, budgets, taxes and | 
costs, in organizing, systematizing and 
coordinating activities and in the direc- 
tion of large forces. Views business 
from the management standpoint, ac- 
customed to handling difficult and in- 
volved matters, working harmoniously 
with other executives and getting things 
done. Age 47, married, now in New 
York. Contact can be made direct or | 
through attorney or other representa- 
tive without incurring any obligation. | 
Vouched for by bankers, attorneys, | 
corporation officers and past connec- 
tions. Refer to Number 175, care | 
“Controller.” 














MAGAZINE HAS 
“VERY REAL VALUE” 


“Receipt of my copy of ‘THE 
CONTROLLER’ this morning sug- 
gests to me a comment which I have 
thought of several times but have 
never put in writing. It is simply 
that I think you are to be compli- 
mented on the real excellence of the 
magazine. The articles that you are 
publishing are all extremely worth 
while, and the type of contributors 
that you have gives the magazine a 
real tone of authority. To members 
| of The Institute like myself, who do 

not have the opportunity to attend 

meetings of controllers, this maga- 
| zine has very real value. 


Excerpt from letter from Mr. F. J. 
Carr, first president of The Institute, 
controller of Tennessee Valley Au- 
| thority. 











Member of Institute Moving 
to Honolulu 


Mr. Maxwell C. Levine, a member of 
The Controllers Institute of America, is 
removing to Honolulu in the near future 
for family reasons. He was for many 
years controller and credit manager of the 
Enterprise & Century Undergarment Com- 
pany of New York City, and of late has 
been secretary-treasurer of his own busi- 
ness, the Apollo Stationery Company, Inc., 
of New York City. Mr. Levine is a grad- 
uate of New York University, thirty-five 
years of age. The move to Honolulu 
makes it necessary for him to make new 
contacts. He wishes to learn of any com- 
missions that any members of The Insti- 
tute might wish to have executed in 
Honolulu, and of any contacts which 
might lead to his making new connections 
there. He may be addressed at 20 North- 
ern Avenue, New York City. 


Practicing Accountant Wishes 
Private Connection 

A practicing certified public accountant 
(N. Y. and N. J.) is available for a pri- 
vate connection as accounting executive or 
sub-executive, or aS tax accountant. At 
present a partner in an accounting firm, 
having resigned in 1931 from position as 
supervisor with one of the larger firms 
(after association of twelve years) in order 
to make the present connection. Total of 
twenty-two years in public field under most 
exacting standards, with great variety as to 
kinds of work done and kinds of organiza- 
tions served. Member American Institute 
of Accountants (since 1932) and New York 
State Society of Certified Public Account- 
ants (since 1922). Authorized to practice 
before United States Treasury Department. 
Age 47, married, four dependents, Chris- 
tian. Minimum starting salary $5,000 per 
year. Box 195, “The Controller.” 





INSTITUTE ACTIVITIES-COMMUNICATIONS 


Meetings of Controls 


San Francisco 


Mr. William Dolge, chartered account- 
ant, addressed the members and guests of 
the San Francisco Control May 20, at the 
monthly meeting, on “Consideration of a 
Corporation's Annual Statement from a Pro- 
fessional Accountant’s Point of View.” 
Members of the Control and their guests 
participated in an outing at Del Monte on 
May 22 and 23. 

Rochester 


Plans for a meeting of the newly organ- 
ized Rochester Control, to be held early in 
June, are being made by the temporary of- 
ficers. The date of the meeting has not been 
announced. Mr. John N. Lambert, of the 
Snider Packing Corporation, is acting presi- 
dent. 

Pittsburgh 


Mr. P. C. Thomas, vice-president and 
general manager of Koppers Coal Company, 
addressed the Pittsburgh Control May 24. 
The meeting was held at the Edgewood 
Country Club and had been preceded by 
golf in the afternoon and dinner at seven 
o'clock. President Wilford H. Swinney 
presided. 

Philadel phia 

The final meeting of the season of the 
Philadelphia Control was held May 24. 
President Earl D. Page presided. The meet- 
ing took the form of a round table discus- 
sion of general subjects. The announce- 
ment for the meeting was to the effect that 
it would be open for discussion of any 
subject which the members might wish to 
bring up. The result was a lively evening, 
during which a number of technical ques- 
tions were raised and discussed, together 
with several matters of interest with re- 
spect to the activities of the Control. The 
annual election took place, and Mr. Verl 
L. Elliott of the Atlantic Refining Com- 
pany, was elected president. The full list 
of officers elected appears elsewhere. 


New York City 

Mr. Edwin R. Maslen of the staff of the 
Public Relations Department, Commerce 
Clearing House, and a member of the New 
York Bar, addressed the May meeting of 
the New York City Control on “The Un- 
employment Insurance Maze.’ The meet- 
ing was held May 20 at the Park Central 
Hotel. It took the form of a round table 
session. Mr. Maslen had acted as discus- 
sion leader at a group conference which 
formed a part of the Spring Conference con- 
ducted by The Controllers Institute of 
America at the Waldorf-Astoria on April 
29, on “The Status of Unemployment In- 
surance Laws.’’ Although one and a half 
hours were allotted to the discussion at 
that time, those who comprised the group 
expressed the hope that the conference 
could be continued at an early date. Ar- 
rangements were made immediately to have 
this conference put on the calendar as the 
May meeting of the New York City Con- 
trol. President H. F. Elberfeld of the New 
York City Control presided, and Mr. L. W. 





WISHES EVERY CONTROLLER | 
COULD READ EDITORIAL | 


A letter to the editor: 

“It is with pleasure that I compli- 
ment you on the splendid editorial 
in the May issue of ‘THE CON- 
TROLLER.’ I wish every controller 
or comparable official in the coun- 
try could read it. 

“To me it embraces in a few well 
chosen words an abundance of food 
for thought on the part of control- 
lers, as well as a clear cut statement 
of the philosophy and hoped for des- | 
tiny of The Institute. Today surely 
is the heyday of the controller.” 
| D. J. HENNESSY, 
Queens Borough Gas and Electric 
Company, Far Rockaway, N. Y. 











Jaeger, who served as chairman of the 
group conference on April 29, served as 
chairman of the conference on May 20. 
After brief opening remarks the meeting 
was thrown open for a general discussion 
and questions, and for nearly two hours 
those present discussed many phases of the 
unemployment insurance law requirements 
of the various states, recent rulings, and 
how controllers are meeting various prob- 
lems. 
New England 

The final meeting of the season of the 
New England Control held May 18 at the 
Worcester Country Club, Worcester, Massa- 
chusetts, took the form of a round table 
meeting, which was preceded by several in- 
formal golf matches during the afternoon 
and by dinner at 6:30 o'clock. The affairs 
of the Control, its past programs, and plans 
for the future, were discussed thoroughly 
and several minor technical questions were 
brought up for discussion. The report of 
the Nominating Committee was sent to 
members with the announcement of the 
meeting, and the election took place at this 
meeting. The results of the election are 
announced elsewhere in detail. President 
Harold M. Lawson was elected to serve an- 
other term. 


Milwaukee 


Mr. J. A. Keogh, of the Allis-Chalmers 
Manufacturing Company, who was elected 
temporary chairman of the Milwaukee Con- 
trol when the preliminary steps of organiza- 
tion were taken late in April, announces 
that plans are being made for a meeting to 
be held early in June to which additional 
eligible controllers will be invited. 


Los Angeles 

Mr. James W. Elliott, secretary of the 
Los Angeles Stock Exchange, addressed the 
Los Angeles Control on May 20, at a meet- 
ing held in the English Room of the Los 
Angeles Athletic Club. Mr. Elliott spoke 
on “The Functions and Operations of the 
Los Angeles Stock Exchange,” and ‘A Re- 


view of the Requirements of the Securities 
and Exchange Commission.” Reports cov- 
ering the work of the season were presented 
by the officers and the committees of the 
control. 


District of Columbia 


Mr. Carman G. Blough, chief accounting 
officer of the Securities and Exchange Com- 
mission, delivered an informal address be- 
fore the District of Columbia Control on 
May 20 on “The Influence of the Securities 
and Exchange Commission on Corporate 
Accounting.” The address was informal and 
it was announced in advance that it would 
not be published. Some exceptionally inter- 
esting information with respect to debatable 
accounting principles and theories was pre- 
sented and the address was followed by a 
lively discussion. Mr. John Davies of 
Woodward and Lothrop, president of the 
Control, was in the chair. The meeting was 
held at the Mayflower Hotel. 


Detroit 


“Flexible Cost Procedure To Meet Cur- 
rent Conditions’’ was the subject for dis- 
cussion at a meeting of the Detroit Con- 
trol held May 12 at the Wardell Hotel. Mr. 
Arthur F. Liska, of the Burroughs Adding 
Machine Company, led the discussion and 
presented a practical application, using as a 
basis the system now employed by the Bur- 
roughs Adding Machine Company. Presi- 
dent Noel E. Keeler presided. 


Cleveland 


A meeting of the Cleveland Control was 
held May 18 at Hotel Cleveland. It was a 
business meeting only, at which plans for 
a program for the coming year were dis- 
cussed. President J. J. Anzalone presided. 


Cincinnati 


Hon. Philip G. Phillips, regional counsel 
to the National Labor Relations Board, ad- 
dressed a meeting of the Cincinnati Con- 
trol and guests, May 11, at the Hotel Alms, 
Walnut Hills. The subject was ‘The 
Trend of Labor Legislation in the United 
States and Its Probable Effect on Industry.” 
Mr. Phillips acts also as counsel to the 
La Follette Committee. President James F. 
Allen presided. 


Chicago 

Mr. Royal F. Munger, financial writer 
of the Chicago Daily News, addressed a 
meeting of the Chicago Control May 25 
at Fred Harvey’s Restaurant. He described 
the Joslyn plan for employee savings, and 
other employee pension plans. The Joslyn 
plan for employee savings was described 
as one of the most liberal to the employee, 
and one of the few plans in which the 
company is sure of getting the good will 
for which it pays. The plan has been in 
operation for eighteen years and was de- 
vised by Mr. Joslyn, head of the Joslyn 
Manufacturing and Supply Company, 20 
Wacker Drive. 
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Twin Cities 

Mr. Theodore Hays, Director of Publi- 
cations and Labor of the Minnesota Amuse- 
ment Company, addressed the Twin Cities 
Control on Tuesday, May 25, at the Minne- 
apolis Athletic Club. The meeting was 
preceded by dinner. Mr. Hays gave a gen- 
eral address on labor and other matters of 
general interest. Mr. H. P. Buetow, pres- 
ident of the Control, was in the chair. 


St. Louis 


An address on “Inventory Control” was 
delivered before the St. Louis Control on 
May 25 by Mr. Otto C. Keil of the 
Mueller Company. The address was fol- 
lowed by a discussion which went into 
further detail on the subject. President 
Louis G. Rowe presided. 





Financial Executive 


Would the experience which I have 
to offer fit some problem you are 
facing, contribute to the smoother 
operation of your business or initiate 
new services or activities from which 
you would gain a profit or reduce 
losses? Could best serve an organ- 
ization in work requiring the exer- 
cise of one or a combination of the 
following functions: 

(1) By reason of responsibilities car- 
ried, coupled with abilities and 
viewpoints acquired, can func- 
tion as administrator or assistant 
in the work of finances, account- 
ing, budgeting, merchandise con- 
trol, costs, distribution and oper- 
ating problems requiring the su- 
pervision of such efforts, either 
directly or as allied to them. 
This may involve dealing with 
conditions within the company, 
or with customers or creditors. 

(2) Have qualified and acted in 
the supervision of purchasing, 
buyers’ activities, warehousing, 
trucking, securing bids, negotiat- 
ing contracts with manufacturers 
and dealers, studying commodity 
markets and standardizing quan- 

tity purchases. 

| (3) Can digest reports, collect, ana- 

| lyze and interpret financial and 

operating information, make in- 
| vestigations, surveys and organ- 
ize facts briefly. 

(4) Am by nature and training a sys- 
tematizer, competent to study, 
revise or install a financial sys- 
tem. 
| For fourteen years have held posi- 
tions as Controller, Treasurer, Man- 
ager and General Purchasing Agent 
with large corporations, with a back- 
ground of five years’ accounting ex- 
perience with a nationally known 
firm. 

Salary 


requirements reasonable. 


Address No. 198, Controllers Insti- 
| tute. 
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Do you enjoy The Controller? 


a year. 


present subscribers. 


whom the magazine is to be sent. 


who are not now subscribers. 





GIFT SUBSCRIPTIONS TO “THE CONTROLLER” 


Do you know some one in this field who might profit from its reading? 

With the thought that many members of THE CONTROLLERS INSTITUTE OF 
AMERICA may wish to introduce the magazine to their friends by making a pres- 
ent to them of a year’s subscription, a special Gift Subscription Rate of $2 a 
year has been authorized, for that purpose. The regular subscription rate is $4 


The Gift Subscription Rate can be used by members of THE CONTROLLERS 
INSTITUTE OF AMERICA, in presenting subscriptions to non-members, and by 


To avail himself of the special Gift Subscription Rate of $2, a member or sub- 
scriber need only write the circulation manager, authorizing the entering of a 
subscription or subscriptions, and giving the names and addresses of those to 


With the first issue will go a letter to the person who is to receive The Con- 
troller, stating that it is a gift, and giving the name of the donor. 
The Special Gift Subscription Rate will apply only in the cases of persons 








To Consider Amendments 
of Social Security Act 


The Committee on Finance of the 
United States Senate agreed recently that 
its chairman, Senator Pat Harrison, 
should appoint a special committee to co- 
operate with the Social Security Board in 
a study of the advisability of amending 
Titles II and VIII of the Social Security 
Act. Such a committee was appointed, and 
consists of Senator Harrison, Senator 
Harry Flood Byrd and Senator Arthur H. 
Vandenberg. 

This special committee in cooperation 
with the Social Security Board has ap- 
pointed an Advisory Council on Social 
Security to assist in studying the advisabil- 
ity of amending Titles II and VIII of the 
Social Security Act. The Advisory Coun- 
cil is composed of twenty-four persons, 
representing employees, employers and 
the public. 

The specific matters to be considered by 
the Advisory Council are: 


1. The advisability of commencing pay- 
ment of monthly benefits under Title II 
sooner than January 1, 1942. 

2. The advisability of increasing the 
monthly benefits payable under Title 
II for those retiring in the early years. 

3. The advisability of extending the bene- 
fits in Title II to persons who become 
incapacitated prior to age 65. 

4. The advisability of extending the bene- 
fits of Title II to survivors of individ- 
uals entitled to such benefits. 

5. The advisability of increasing the taxes 
less rapidly under Title VIII. 

6. The advisability of extending the bene- 
fits under Title II to include groups 
now excluded. 

7. The size, character and disposition of 

reserves, 


8. Any other questions concerning the So- 
cial Security Act about which either the 
Special Senate Committee or the Social 
Security Board may desire the advice 
of the Advisory Council. 





DON’T STOP TO FIGURE 
—JUST TIP THE CARD 
AND COPY! 





Meilicke Calculators 
Have All the Answers 


Here is the quickest way to make accurate cal- 
culations ever devised. No keys to punch! No 
lever to pull! No mental arithmetic required. 
Any employee can use Meilicke Calculators 
without special training. The Meilicke line 
includes: 
SSA Payroll Calculators Interest Calculators 
Dictaform for letters Payroll Calculators 
Yard Goods Calculators Freight Calculators 
Unit Basis Calculators Lumber Calculators 
Electric Bill Extenders Coal Calculators 
Discount Calculators Price Checkers 
Phone Indexes 


TEN DAYS FREE TRIAL—WRITE TODAY 


The increased speed and accuracy which result 
from just 10 days use of a Meilicke Calculator 
will prove the advantages of Meilicke Systems 
for your business. Write today for a free test! 


Meilicke. Systems Inc. 


3469 N. Clark St., Chicago, IH. 
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Institute Literature ; 


YEAR BOOKS 


The Controllers 
beginning with 1932. 

Members who have not provided 
themselves with copies of the Year 
Books issued prior to the time when 
they joined The Institute, may wish 
to obtain the earlier books. 

They are available, at $1 a copy, 


but the supply is dwindling, and | 
those who are interested in obtain- | 


ing them are urged to lose no time 
in putting in their requisitions. 


The Year Books form an interest- | 
| ing historical background of The 


Institute, containing reports of the 
discussions of the members in the 


| earlier days, in which the policies 
| and aims of The Institute were | 
| formulated; 
| papers, together with lists of mem- 
| bers, by-laws, articles of incorpora- | 


also many _ valuable 


tion, and other interesting material. 
A complete set of the Year Books 
will be useful to all members. 


BAcK NuMBERS OF “THE 
CONTROLLER” 


Publication of ''The Controller,” the 
monthly magazine issued by The 
Institute, was begun with the Febru- 


ary, 1934, issue. Prior to that time | 


occasional printed bulletins and an- 
nouncements had been issued. A 
complete set of issues of “The Con- 
troller’ provides a supplementary pic- 
ture of the development of The In- 
stitute and of its work, as well as a 
series of articles which have been 


pronounced valuable contributions | 


to controllership and to discussion of 
the problems of the controller. 

Copies of back numbers of "The 
Controller’—with the exception of 
the May, 1934, number, which is out 
of print—are available. Members of 
The Institute who wish to have com- 
plete files of “The Controller” in their 
libraries, including the numbers 
printed before they became affiliated 
with The Institute, may obtain them 
at the special rate of 40 cents a copy. 
The supply consists of but 200 to 300 
copies of each number. 

Provision has been made for bind- 
ing sets of “The Controller’ by years, 
at a cost of $2 a volume; The Institute 
also can supply covers for retaining 
copies in loose leaf form. Limp 
covers are to be had at $2 apiece. 


“ONE YEAR’S WorK”: “A YEAR 
OF PROGRESS’: ONE YEAR'S 
ACTIVITIES” 


These are the titles of booklets 
issued in August, 1934-1935, re- 
spectively, in which the activities of 
The Institute during the years named 
are set forth in considerable detail. 
These booklets may be had by mem- 
bers and others without charge, on 
application, as long as the supply 
lasts. 


Institute of | 
America has issued five Year Books, | 


|| 














PLAN NOW 
To Attend 


Sixth Annual 
Meeting 


Controllers Institute of 
America 


October 14, 15, 1937 


Waldorf-Astoria Hotel 
NEW YORK CITY 


The program, now being | 


formulated, will include dis- | 


cussion of the more impor- 


tant subjects within the scope | 


bilities, which have presented | 


'of the controller’s responsi- | 


themselves during the past 


year. 


It is expected that the 


meetings will be fully as in- 


teresting and informative as | 


those in past years, and that 
attendance will be larger than 


ever in view of the continued 


The Institute. 


CONTROLLERS INSTITUTE OF 
AMERICA 
One East Forty-second Street 
New York City 


| growth in membership of | 








Objects 


CONTROLLERS INSTITUTE OF 
AMERICA 


(As Set Forth in Its Articles of 
Incorporation) 


The objects for which this cor- 
poration is formed are: 


(a) To advance the interests and wel- 
fare of controllers of business firms, 
partnerships, sole proprietorships, 
corporations, and trusteeships, and 
political and governmental subdivi- 
sions; the advancement of the in- 
terests and welfare of assistant con- 
trollers, privately employed executive 
accountants, corporation officers and 
of the partners and owners of busi- 
ness who perform the commonly ac- 
cepted duties of a controller. 


(b) To conduct and carry on such related 
activities as may be necessary and 
incident to increasing the usefulness 
of controllers to their business or- 
ganizations and to the public; to the 
gaining of recognition of the attain- 
ments and accomplishments of con- 
trollers and their value and impor- 
tance in the business, financial and 
economic structure, and in the pro- 
fession of accountancy. 


(c) To establish ethical and professional 
standards of work and conduct for 
controllers and to foster and en- 
courage controllers, assistant con- 
trollers and accountants to live up 
to and carry out the same. 


(d) To print, publish, distribute, and 
circulate books, pamphlets, period- 
icals, papers and magazines in con- 
nection with the activities of the or- 
ganization; to establish and conduct 
bureaus, offices and workshops neces- 
sary and incidental to the activities 
of the corporation and to employ 
such persons as may be necessary to 
operate and carry on the same. 


(e) To confer a title or titles on mem- 
bers, which shall be indicative of 
membership in the corporation, and 
to issue and recall certificates of 
membership. 


(f) The corporation hereby formed shall 
have power to take and hold by be- 
quest, devise, gift, purchase, lease 
or otherwise, either absolutely or in 
trust for any of its purposes, any 
property real or personal in so far as 
the same may be held by a corpora- 
tion organized under Title 5, Chapter 
5, of the Code of the District of Co- 
lumbia, and to convey, sell or dis- 
pose of such property and to invest 
and re-invest the principal and deal 
with and expend the income there- 
from in such manner as may be 
permitted by law and as, in the 
judgment of the Trustees will best 


promote the objects for which the 


corporation is organized. 


(g) The corporation may do all and 
everything, including the making 
and carrying out of any contracts, 
necessary, suitable and proper for 
the accomplishment of any of the 
purposes and objects or the further- 
ance of any of the powers above set 
forth, and may do every other act 
or acts, thing or things, incidental or 
pertaining to or growing out of or 
connected with the aforesaid pur- 
poses or powers, or any part or parts 
thereof, in so far as permitted by 
law. 
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Provide your payroll and Social Security data too 


Executives interested in RESULTS will be interested in punched 
card accounting. By this modern accounting method, complete 
payrolls are prepared promptly and in ample detail to meet exact- 
ing standards. At the same time, State and Federal Social Security 
deductions are obtained by automatic machine operation. 


By the punched card method, detailed facts are first recorded in 
the cards in the form of punched holes. Electric Bookkeeping 
and Accounting Machines then “read” this punched card record 
and automatically compute and print the required results. 


The accuracy and speed of this method are bringing economy and 
closer control to thousands of businesses and governmental agen- 
cies. Investigate NOW the advantages it offers you. 


Write for illustrated brochure 


A complete explanation of the punched card method, as it applies to important 
procedures of your business is contained in an attractive, 62-page brochure. It 
is illustrated with reports and actual card forms. Write for free copy today. 


WHAT... 


International Electric Bookkeep- 
ing and Accounting Machines com- 
pute and print automatically such 
information as: Hours Worked, 
Gross Earnings, State Unemploy- 
ment Compensation Deductions, 
Federal Old Age Benefit Deduc- 
tions, Net Amounts Payable. 


WHEN... 


Complete Payrolls and Social Secur- 
ity —— are available promptly 
after the close of any period. 


WHO... 


International Electric Bookkeeping 
and Accounting Machines are serv- 
ing thousands of businesses and 
governmental agencies in all parts 
of the world. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: 270 BROADWAY, NEW YORK, N. Y. 


UALS 
ONS: BRANCH OFFICES IN PRINCIPAL CITIES OF THE WORLD 











